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World News 


Brussels 
outlines 
Soviet food 
aid plan 

The European Commission 
sketched out to EC foreign 
ministers plans to help the 
Soviet Union with more thnT * - 
Eculbn ($L3bn) In short-term 
food aid and a longer-term 
western rffbrt to make the 
rouble convertible. Page 18 

President quits 

President Hossain 
M o hamm ad Brsh ad of 
Bangladesh announced his 

resignation, calling a special 
session of parliament on - 
Saturday to name a vlee-presi- 
dent to head a caretaker gov- 
ernme nt Until riflrtannw «r» 
held. Pace 6 

Euro security cafl 


Coup foiled 

Mma-Hania said it had fofied 
a ffftnp pfanwrf ftif last month 
and arrested an unspecified 
number of plotters. 

Tax free crime 

Sicilian shopkeepers and 

business owners, angry that, 
they have to pay protection . 
money to the Mafia on top of 


extortion should be tax deduct- 
ible. 


CONTENTS 


Business Summary 


Deutsche 
Bank reveals 
DM4.1 3bn 
profit 


in Germany disclosed for the 
first time the fnh extent of its 
total operating profits, revealr 
in® a 6 per cant increase to 
BM4j3tan ($2.7bn) for the first 
ten months of 1990, though 
trading profits were hit badly 
by the Golf crisis. Page IS 


EUROPEAN Commission is 
firrabsing plans to curb the 
monopoly of national post 
offices. Page 18 

DEERE, world’s largest maker 


retary, called far a more coher- 
ent European security policy, 
to convince an increasingly 
disenchanted PS that its Enro- 
pean antes were puffing their 
weight Page 2 

FoHcemen killod 

SnapMtBd snrh militants. fi g ht- 
ing far an independent home- 
land fa Enxfia'sPtmjab state, 
shot dead threatrafSc police- 
men in Bombay afiar they had 
been chased. 

French add poor 

President Francois Mitter rand 
awnwmwwi plans to take from 
the rich ami giro to the poor 
as part of attempt s to stop 
crumhlfag suburbs from 
becoming ghettoes. 

Soviet power shave 

President Mikhail Gorbachev 
presented his plans to share 
power in the Soviet Union with 
the presidents of toe 15 
republics, whQe reinforcing 
his own supreme position. 
Pages 

Danish referendum 

Denmark will hold a referen- 
dum in toe fizst half of 1S92 
on European Community plans 
for economic and monetary 
union, government and opposi- 
tion spokesmen werequoted .. 
assaying. . 

Strike hi Turfcesf 

Turkey’s largest ever indus- 
trial action, affecting 50,000 
coal miners, continued with 
little prospect of a settlement. 
T housan ds of iwfagn i are 
demanding better working 
conditions and wage increases 
of up to 900 per cent. 

Pages 

Aircraft shot down 

Left-wing Salvadorean rebels 
shot down* government mifr 

airmist^ to toe secoudsud?" 
attack in two weeks of fighting 
during a rebel offensive. 

OH refinery fire 

Firedamage appears to have 
hit output baffly at Saudi 

Arabians Ras Tannnrah ofl 
refinery, toe world’s biggest 
and the main suppher of 
aviatkm fuel far toe multina- 
tional forces based in the king- 
dean. Paged 

^Thousands executed* 

Thousands of political 
prisoners have been secretly 
lined on toe orders of a "death 
commission" in Iran, Amnesty 
International said. Page 6 

Germ warfare deal 

Congressional inv estigato rs 
say they have uncovered evi- . 
deuce that US companies sold 
bacteria and an advanced com- 
puter lor missile tests to an . 
Iraqi institution specialising 
fa research into nuclear ana - 


Page 13 

ROYAL BANK OF CANADA, 


institution, saw annual fiscal 
income fall 11 per cent, before 
Third World loan provision. 
Page 21 

EUROPEAN Coamdsskm has 
sketched out plans to help toe 
Soviet Chian with more than 
Eculbn <SL56bn) in short-torn 
food aid and a longerterm 
western effort to make the rou- 
ble convertible. Page 18 

FREEPOBT-MCMORAK, New 
(Means-based natural 
resources group, is to boy back 
55®3.4m-worfh of its own 
shares, representing 13 per 
cent of its outstanding equity, 
from Fund America. Page 21 

GENERAL Hectrie Company 
of toe-DK- repurted'half-yegriy 
pre-tax profits down 4 per cent 
to £342m ($85&&n) and Called 
to increase its dividend for the . 
first time infiving memory. 
Page Ik Ln, Page 18 

ALCATEL ESPACE, space dzvt 
won of toe French ieteccmniu- 
nicatixms company and Aero- 
spatiafe, statfrownedaero^aBe 
group, have agreed to work 
tc^etner fa the design, develop- 
ment and marketing of satel- 
lites. I^age 21 

JAPAJTS real gross national 
pro duc t in the third quarter 
of this year grew at an anzunlr 
ised rate of 4JL per cent. 

Page 6 

TRAFALGAR HOUSS, UK con- 
struction, property, shipping 

and hotels grotfa, saw its share 
price rise sharply after it mafar 
tained its final dividend 
despite a 42 per coot fall In j 
profits. Page 21 

NAGAOKA, leading Japanese 
maker of record styluses, is 
to be broken op next week. 

Page 30 

IMF managing director, Mr 
Ifidtel Camdessus, said the 
abdfitiem of farm supports 
would increase by $50bn the 
earnings of farm exporting 


CHILE'S centred bank forecasts 
a fan in export earnings of 2 
per emit next year, and the 
trade surplus will shrink from 
$L4bn to 3560m. Page & 

SANWA BANK, Japanese 
bank, will send a delegation 
to Peking to polish an agree- 
ment for the first joint venture 
finance company involving 
foreign banks since therevofa- 
tfon false. Page 20 

PORTUGAL has asked the 
European C omm u ni ty for 
about EsclOObn (S758m) of 
financial a tf tn hdp fhiimm / 
a t2-7bn joint investment by 
Ford and Volkswagen fa a 


BERJAYA, Malayskn ccai- 


tnre its d iTO raifi ed h ol di n gs. 
Page 21 
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Gatt talks face collapse 
over farm aid deadlock 


By Peter Moatagnon and WlUlam Dultforce in Brussels 


a 27.8 per cent fall in fonrth- 
quarter net income on reve- 
nues which rose 3J5 per cent 
Page 19 

WEST GERMANY'S economy 
leapt ahead fa the third quar- 
ter of this year at its fastest 
rate Tor 14 years with a per 

cent increase in gross national 
product Page 3 

OAT Industries, French arms 
group, and Usmo rSac floar, steed 
producer, are studying a poesir 
bte link-up between their 


THE URUGUAY Round of 
talks to reform the world trade 
system was on the brink of col- 
lapse last night after the Euro- 
pean Community again refused 
to improve on its offer to cut 
farm subsidies by 30 per cent 

*Tfs a total impasse. It’s a 
deadlock* said Mr John Croa- 
tia, Canada's trade minister. 

"We have reached the end of 
toe road. The situation is criti- 
cal," said Mr Philip Burdon, 
bis New Zealand counterpart 
Unless the EC moved quickly 
to change its mind, the talks 
could “collapse completely”, 
destroying four years of efforti 
None of the 107 countries par- 
ticipating fa the talks said they 
were yet ready to walk out, 
giving the EC one last chanca 
today to change its mind. 

By the end of the second day 
of the final Uruguay Round 
meeting fa Brussels, delegates 
said there bad been no sub- 
stantive negotiations at all on 
agriculture because the EC had 
remained imrnofafle. 

Mr Mats Hellstrdm, the 


Swedish farm minister who 
had been chairing tins part of 
the discussions, told delegates 
after a fall day’s consultation 
that there was no basis for 
negotiation. 

Talks fa other areas, includ- 
ing the liberalisation of trade 
fa services and textiles, tariff 
cuts, anti-dumping and 
enforcement of intellectual 
property rights, had also 
ground to a halt. 

“Not one political decision 
has been taken," said Mr 
Arthur Dunkel, director-gen- 
eral of the General Agreement 
on Tariffs and Trade (GattX 

However, Mr Ray Mac- 
Sharry, EC farm commissioner, 
urged delegates not to abandon 
the talks even though he said, 
following a council meeting of 
European farm and trade min- 
isters, that the EC was sticking 
resolutely to its original posi- 
tion on farming. 

Mr Rufus Yerxa, US ambas- 
sador to the Gatt, agreed that 
the talks were “very dose to 
collapse,” but said the US still 


wanted to see a fundamental 

EC officials said that too 
much attention was being 
focused on toe single question 
of agriculture. Other issues 
were also at stake. The EC has 
made offers to liberalise its ser- 
vice sector and improve access 
to its markets far tropical prod- 
ucts. 

EC officials said they were 
still trying to- “clarify" their 
farm support offer to show that 
it would have a significant 
effect in reducing its export 
subsidies which have come 
under fire from other countries 
here. 

However, both the US and 
representatives of the Cairns 
group of 14 farm exporting 
countries have dismissed the 
figures that the EC has pro- 
duced 88 wiwwwteyta—- 

Mr Clayton Yeutter, US agri- 
culture secretary, said they 
were only an Indication of 
financial amounts fir cuts in 
subsidies but said nothing 
about the actual tonnages « 


US to ask allies for more Gulf aid 


By Polar Ridden, US Editor, in Washington 

THE US is seeking a larger 
military and financial contri- 
bution from its European and 
Arab allies to support its 
o pe rati ons in Saudi Arabia. 

Mr Dick Cheney, the US 
defence secretary, will raise 
toe issue at a meeting of Nato 
defence ministers this week. 

He will urge European allies to 
provide aircraft and ships to 
carry reinforcements to the 
Golf, especially of US troops 
now based in Germany. He will 
also request more ground 
forces. 

This fa partly a response to 
the widely expressed, protests 
in the US Congress and among 
the Ameri can public that the 
USr&Twvfag to bear a dispro- 
portionate share of the burden, 
parttetoariy of ground forces fa 
Saadi Arabia and of .potential 
casualties. - 

Mir James Baker,, the US seft- Primn T nfnki »r] fnln) 1 

of the US Joint Chiefs 

explain the background to the 
latest US initiative to open would anyway 
direct co n tac t s with Bag h dad case was appax 
when he appears before the when Mr Bakes 
Senate Foreign Relations Goan- Thursday with i 
mittee. istexs of the o! 

He has said that as “a members of the 
reward" for full Iraqi with- Security Counc 
draws! from Kuwait and the President Go 
release of aR hostages, the US yesterday that ] 
fa prepared to offer toe assur- vinced that Fn 
ance that it will not take mOt Hussein had y 
tary action. the message of 

This formal pledge of what ttum fud “the 





would anyway have been the 
case was apparently discussed 
when Mr Baker held talks last. 
Thursday with the foreign min- 
isters of the other permanent 
members of toe United Nations 
Security Council 
President George Bush said 
yesterday that he was not con- 
vinced that President Saddam 
Hussein had yet appreciated 
toe message of the UN resolu- 
tions and “therefore the best 


rente CaBnPowcfl, chatemari 
, in London. Report, page 18 

-hope for peace fa for him to 
understand that all means nec- 
essary to fulfil these resolu- 
tions will be used against 
him." 

fa the fay of ConKressfanal 
worries, administration offi- 
cials have stressed the multi- 
national nature of the forces 
with 170,000 soldiers, sailors or 
airmen from 26 non-US coun- 
tries. 

Mr Robert Khnmtt. the State 


JAPAN 

Industry hits a 
cultural barrier 


Page 16 


$ D 8523A 


exports which would be 

affected. 

Delegates last night were 
waiting to see whether the EC 
would amend its position in 
time to save the Round. 

Despite palpable anger of 
Argentina and other Latin 
American farm exporting coun- 
tries over the EC position, 
some delegates said the US 
wanted to avoid a full-scale 
confrontation with the EC with 
the Gulf crisis raging. 

Mr John Gummer, UK agri- , 
culture minister, has been 
urging the creation of “elbow 
room" for manoeuvre rex farm , 
reform, but there was little 
immediate sign of any soften- 
ing of the hardline position on 
farm support adopted by Ger- 
many and France. 

A compromise would depend 
on Mr Frans Andrtessen, the 
liberal EC trade commissioner, 
gaining authority from mem- 
ber states to override Mr Mac- 
Sharry’s position and be more 
flexible in negotiations. 

IMF in ter ve nes, Page 9 


Mobltia files for bankniptcy 
with SKr2.2bn in borrowings 


By Robert Taylor In Stockholm 


MOBUJA, the Swedish 
privately owned financial 
group which is the biggest 
shareholder in Esselte, the 
leading office supplies pro- 
ducer, has filed for ban kr u ptc y. 

The company has accumu- 
lated borrowings of some 
SKtiLSbn ($38901}. fts creditors 
include two of Sweden’s lead- 
ing commercial banks, Notd- 
hantomi and GotS Bank. 

' Last week, the two banks 
announced plans to auction 
Mobfila’8 27 per cent stake in 
Esselte, held by them as collat- 
eral for loans to the bankrupt 
company. The auction was 
scheduled for Thursday. It is 
possible the hanks may now 
buy the shares, outright them* 


A receiver for MbbUfa was 
appointed yesterday and is 
expected to take about two 
tnflntim to wind up tile com- 


Mobiiia, owned by the 
brothers Gerhard and Peo Iin- 
dholm, first acquired Esselte 
shares in 1285 ana now have 87 
per cent of its equity and 44.7 
peat cent of voting rights. 
atw«» the smuttier titers has 


been a decHne of more than 50 
per cent in Esselte’s. share, 
price, resulting in estimated 
paper losses for Mobilia of 
about SKrSOOm and a iMmlt 
on outstanding l fl!m| i 

Mobilia also owns a smaller 
stake in the camera company 

TTawarfhlad. Taut year Uobilia 
made a loss of SKr74J7m com- 
pared with a profit of 
SKt39L43m' fa 1988. 

The crisis at Mobflia stems ' 
from faffing property and share 
values and is the latest in a 
wave of troubles to hit Swe- 
den’s Wr um n* companies since 
the early autumn. 

Esselte has been involved in 
an extraordinary series of 
events tMa year. 

In February, the company in 
affiance with its second largest 
shareowner, the investment 
comparer Ratos which owns 17 
per cent of the voting rights 
and 12 per cent of Esselte’s 
equity, and Qamtetfaflen, the 
finance company, mads a 
SKriobn leveraged bid to buy 
the whole of Esselte with the 
aim of breaking up the com- 


However, the independent 
members of the Bawitp board 
fought a rearguard action and 
rejected toe bu under pressure 
from management and trade 
unions who were vfafldy hos- 
tile to the MoMto -RatosGa m . 
testade n move. 

Instead the Esselte board 
accepted s counter plan drawn 
up by the management involv- 
ing a concentration on 
Esselte’s core office business 

smri flhffin tmwvt of lta mertaiB- 

ment, printing and publishing 
and real estate gMg . 

In toe s pring MriMftn tight- 
ened its shareholder grip on 
Esselte and Mr Gerhard Lfn- 
rfhnlm became clwlnmm in 
what was seen as a boardroom 
coup. However, Esselte contin- 
ued to pursue its management 
plan, disposing of an estimated 
SKr2.8bn of mux-essential 
operations. 

Mr Lfadholm — as MoMtta’s 
troubles worsened - last 

mptlth ifanumrtw l a ahfhlrl Hsp 

in Essette’s dividend for 1991 
with a rise to SKrSQ a share 
from $Kr8 a shan. This was 
rgected by the board last week 
and Mr Lmdholm resigned. 
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Defeated German opposition 
wonders to whom it can turn 

Germany's Social 
Democratic party fs In 
open disarray after Mr 
Oskar Lafontalne (left), 
the badly defeated 
candidate for chancel- 
lor, refused an Invita- 
tion to become party 
chairman 
Page 3 
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Department under-secretary, 
said that apart from the British 
derision to send more forces “a 
number of other countries in 
the wake of the passage of the 
UN resolution (authorising the 
use of force) are now consider- 
ing sending more forces, feel- 
ing that there is a stronger i 
]%al and political basis." 

The Pentagon fa working on i 
revised estimates of the addi- 1 
tianal cost of Operation Desert ; 
Shield fa view of the decision 
to increase toe number of US : 
troops to more than 400,000 
from the present 240^)00. This 
fa expected to raise the cost 
from the previous estimate of 
$l5bn in toe current 1901. fiscal 
year to at least $25bn. 

Mr Cheney came under 
strong pressure cm thr« issue 
when he appeared before the 
Senate Armed Services Com- 
mittee on Monday. 

He said Saudi Arabia had 
promised to provide host 
nation support for the new, 
bigger force as it has for the 
etisting US contingent This 
involves underwriting fuel, 
food and other costs. 

Kuwait and the United Arab 
Emirates have also been pro- 
viding ftn\dg. which, when cou- 
pled with the Saudi contribu- 
tion, cover nearly $8bn of the 
initial SUfon. 

Xfl flda p i v Batdrick as Bfackad- 
der goes east Page 6 


Fed move 
cuts banks 9 
costs, seeks 
to boost 
lending 

By Michael Prows* 

In Washington 

j A CUT fa US banks* reserve 
requirements was announced 
by the Federal Reserve yestei> 
day fa an effort to counter 
tightening credit conditions 
and bolster the profitability of 
banka. 

Reserve requirements oblige 
banks to place a proportion of 
their deposits in non-interest- 
earning accounts at the central 
bank. 

The Federal Reserve Board 
said that lower requirements 
would reduce banks* costs and 
provide an “added incentive to 
lend to creditworthy borrow- 
ers, thus countering, to some 
extent, the recent tightening in 
credit terms". 

The move is intended to bol- 
ster confidence in financial 1 
markets and defuse growing 1 
fears that the economy faces a 
“credit crunch". It comes amid 
signs that the US fa sliding rap- > 
idly into recession. 

The Fed said the tightening 
of availability of credit had 
been welcome from a "safety 
and soundness standpoint", 
but had begun to exert a con- 
tractionary influence on the 
economy which was reflected 
in slow growth of credit and 
the money supply. 

Wall Street reacted posi- 
tively to the change, with bond 
prices registering imme diate 
modest gains. Banks' stock 
prices rose. However, analysts 
said the move bad more sym- 
bolic than practical impor- 
tance. It would not necessarily 
lead to higher lending because 
banks could use the freed 
reserves to buy securities or 
other assets. 

The change, the first since 
1983, affects only a portion of 
banks’ reserve requirements, 
mainly those relating to corpo- 
rate deposits. 

Banks will continue to be 
required to hold 12 per cent of 
their cheque account balances 
as reserves at the Fed. How- 
ever, the requirement against 
time or deporit accounts with a 
maturity of less than 18 
months, and on net Eurocur- 
rency liabilities, fa being cut 
from 3 per cent to zero. 

The change will be imple- 
mented in two steps. Res»ve 
ratios on the relevant deposits 
win be reduced to L5 per cent 
from December 13 and zero 
from December 27. 

The Fed said the require- 
ment on non-personal time 
deposits was an anachronism 
following changes in monetary 
control technique. 

Continued an Page 18 
Lex, Page 18 



de Larostere: warning 

French hit 
at Germans 
oyer budget 
policy 

By Georg* Qrahsm In Parte 

TENSION between France and 
Germany over the need to co- 
ordinate monetary and eco- 
nomic policies rose yesterday 
with an attack on Germany^ 
mounting budget deficit by Mr 
Jacques de Laroefare, governor 
of the Bank of France. 

The «W ' iiwi il«Mnw of public 
deficits in Germany, linked to 
the unification of the country, 
raises the question of the lim- 
its of monetary co-operation. 
There fa a problem of “policy 
mix" and of multilateral sur- 
veillance which goes beyond 
the problem of straightforward 
monetary co-ordination." Mr de 
Larosfere said. 

Mr de Larosfere is the latest 
in a series of French offtebiiM 
and politicians to criticise Ger- 
many for taking economic pol- 
icy decisions solely on the 
baste of its domestic concerns 
and without considering the 
need to co-ordinate policies 
with its partners in the Euro- 
pean Community. 

Speaking to toe Royal Soci- 
ety for Political Economy in 
Brussels, the governor warned 
that the question of whether 
the cost of unification should 
be borne by budget policy, 
through higher taxes, or by 
monetary policy, through 
higher interest rates, con- 
cerned the whole of the EC. 

His opposite number at the 
Bundesbank, Mr Karl-Otto 
P6M, has already warned the 
Bonn government that next 
year’s protected budget deficit 
of DMl40bn-DMl50bn (S92.7bn- 
J99-3bn), an estimated 5 per 
cent of GDP compared with 
about L2 per ceotin France, fa 
“too high.” 

France has been particularly 
irked by Germany's need to 
keep interest rates high fa 
order to retain capital for fin- 
anting the cost of unification. 
Continue d on page IS 


Financial Directors 

The rising cost of 
Company Pension Schemes 

If you have an existing “final salary” scheme it should be reviewed. These are 
some factors to be considered:- 

* The Company has an open-ended commitment. The “Barber” decision and 
other changes will increase future costs. 

★ Any surplus is likely to be absorbed by increased benefits combined with 
falliog investment returns. 

★ Staff mobility reduces the significance of a final salary scheme and leavens 
no longer finance the stayers. 

* A good feature of the new legislation fa the introduction of a viable 
alternative via Group Personal Pensions. These are simple to administer, 
involve only a defined outlay and clearly identify the benefit for each employee. 

Thomson’s will be pleased to carry out the review without obligation. Now fa 
the tone to act white your pension scheme still has a surplus! Simply return the 
coupon below and we will make contact to obtain the relevant information. 

thomsons 


7b: Thomson's Financial Planning Cons ultants Ltd., at: 
1 Wilton Road One King Street 

London SWXV ILL Manchester M2 6AW 
Tel: 071-828 9297 Tel: 061 831 7034 

Name 

Address - 


, Postcode. 


Wst Riding House 
67 Albion Street 
Leeds LSI 5NN 
Tel: 0532 439011 


Not Applicable 10 Eire 
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EUROPEAN NEWS 


Portugal 
seeks EC 
cash for 


Lambsdorff writes off hard Ecu idea as nonsense 


By David Marsh and Ian Hargreaves in Bonn 


car project 


By Patrick Blum in Lisbon 


PORTUGAL has asked the 
European Community for 
about EsclOGbn (£392m) of aid 
to help finance a J2.7bn joint 
investm en t by Ford and Volks- 
wagen in a plant at Palraela, 
south of Lisbon. 

The factory would produce a 
new vehicle for the European 
market, and would be the larg- 
est ever single foreign invest- 
ment in the country. 

Government officials say a 
request for EC funds has been 
lodged in Brussels, which will 
consider it nest month. EC 
assistance is essential if the 
plant is to be built in Portugal. 
There has been fierce competi- 
tion for what would be one of 
the largest motor industry 
investments in Europe in 
recent years. 

Portugal has offered consid- 
erable Incentives and has 
emerged as the leading con- 
tender. The government is 
offering a total of Sl.lbn 
(including the EC funds) in 
subsidies for the project. 

The plant would be run as a 
Joint venture between the two 
motor companies, comparable 
to their partnership in Autola- 
tma, which makes cars for the : 
South American market 

The plant is expected to pro- 
duce a car similar to the Ren- i 
a alt Espace family vehicle, to 
compete directly with the ' 
French manufacturer as well 
as with several Japanese ones. 

Last year Portugal won two ; 
investments by Ford and Gen- 
eral Motors to make parts for 
the European market 
• The European Commission 
yesterday said it would give 
nearly EcuSlm (JiiOm) in 
regional aid to Portugal, Ap 
reports from Brussels. 

The money will go toward 
rural telecommunications, a 
new ring road for Lisbon and 
the modernisation of the coun- 
try's commercial infrastruc- 
ture. 

The Commission said that 
the new motorway would link 
existing autoroutes in the 
north and south of Lisbon. 

The purpose of the com- 
merce project, which win get 
Ecu24m is to modernise the 
wholesale and retail trades in 
Portugal, as well as manage- 
ment structures and distribu- 
tion networks. 


FRAMED BT a larger-than-life 
portrait of Bismarck, Mr Otto 
Lambsdorff, chairman of the 
German Free Democratic Party 
(FDP), yesterday fired off a 
withering barrage at the UK 
government’s "hard Ecu" pro- 
posals on European money. 

Mr Lambsdorff, who has 
emerged as the main power 
broker in the Bonn coalition 
after Sunday's German elec- 
tion, advised Mr John Major, 
the British prime minister, to 
give up the idea for a 13th 
European currency. “In my 
view it has to be dropped,” he 
said in an interview with the 
Financial Times. He termed 
the proposals as “nonsense”. 

Although the British initia- 
tive has already been severely 
criticised by the Bundesbank, 
Mr LambsdorfFs attack yester- 
day amounts to the strongest 
comments on the Issue from a 
senior Bonn politician. 

Seated in his Bundestag 


office with his silver-topped 
cane thrust into a wastepaper 
basket behind his desk, Mr 
Lambsdorff spelled out the 
junior coalition party’s pugna- 
cious bid for greater sway over 
Bonn policies. 

Apart from pressing Chan- 
cellor Helmut Kohl to compro- 
mise over the Gatt talks 
impasse, Mr Lambsdorff said 
the FDP - the only party to 
increase its voting share on 
Sunday - would not re-elect 
Mr Kohl unless he agreed 
lower taxes in east Germany. 

Referring to the Gatt talks, 
Mr Lambsdorff advised the 
chancellor to break ranks with 
France by voting in the Euro- 
pean council of ministers 
against France’s agriculture 
policy stance. The French line 
upholding export subsidies far 
farmers was against Ger- 
many’s interests as a big 
exporter of manufactured 
goods, he said. 


Concerniiig Mr Major’s “hard 
Ecu” suggestion, put forward 
when he was chancellor of the 
exchequer, Mr Lambsdorff 
said; “This was the only reason 
why I was unhappy about John 
Major being elected prime min- 
ister. This was his personal 
darling. He cannot possibly 


drop it immediately and go 
over to the next number. But it 


over to the next number. But it 
should be given up." 

Mr Lanfasdorff advised the 
British government to take 
sterling “as soon as possible” 
into the narrower b frand of 
the European monetary system 
to impart “forced discipline’' 
cm the UK economy. At pree- 
mit, sterling is allowed to fluc- 
tuate with 6 per cent margins. 

He firmly rejected the idea of 
returning to the cabinet as eco- 
nomics minister (a post be held 
from 1977 to 1984) following 
Monday’s announcement o f the 
resignation of the present FDP 
incumbent, Mr Helmut Hauss- 


rnaim. “I never try to do the 
same thing twice in my life,” 
Mr Lambsdorff said, adding 
that he thought he more 
influence as party leader. 

The cultural page of the con- 
servative Frankfurter Allge- 
meine Zedtung spread out on 
his desk. Mr Lambsdorff was 
flanked by the traditional crop 
of photographs of President 
George Bush, ex-economics 
minister Ludwig Erhard and 
even Mr KohL Mr Lambsdorff 
quipped that he would like to 
receive a signed photo of Mrs 
ThatCher. 

The former British prime 
minister “did absolutely neces- 
sary thing s" in reshaping fixe 
country's economy, he said, 
but probably banned the UK 
more than Europe through her 
reluctance to accept greater 
European witug ra tinn 

Mr Lambsdorff also aimed 
his gxapeshot in the direction 
of Europe’s biggest collabora- 



Lambsdorffc Britain must give up the idea 


tive arms project, the Euro- 
pean fighter aircraft, being 
developed for the mid-to-late 
1890s by Germany, Britain, 
Italy *nd Spain. The FDP came 


Bank governor suggests 
financial reform ideas 


Gorbachev spells out power sharing plan 


By Quentin Peel In Moscow 


By Peter Marsh, Economics Staff, in London 


BANKRUPTCY laws and new 
mechanisms to encourage con- 
sumers to save should be 
introduced in the Soviet Union 
as part of the move to a mar- 
ket economy, Mr Robin Leigh- 
Pemberton, governor of the 
Bank of England, said in 
Moscow yesterday. 

Mr Leigh-Pemberton was 
giving the fourth in a series of 
annual lectures started by the 
Soviet and British govern- 
ments in 1987. 

The governor produced a 
sweeping list of financial 
reforms which he advised 
Moscow to institute as it aban- 
doned its centralised approach 

to economic planning 

Mr Leigh-Pemberton 
stressed that the new ideas 
would sometimes involve diffi- 
cult adjustments but that the 
effort would be worthwhile. 
He said that the Soviet Union 
would have to chose between a 
number of models from the 
western world, none of which 
provided all the answers. 

According to Mr Leigh-Pem- 
berton, the Soviet Union 
should: 

9 Change its mechanisms for 
setting prices, to ensure that 
these reflected supply and 
iWuind rather ft™ artificial 


tenets set by governments. 
That would lead to fewer con- 
straints in foreign trade. 

9 Aim for a balanced budget 
on public spending. If this was 
not possible, the cm untry 
chnn M r im only a «m»H public 

spending deficit. This should 
be no greater than the amount 
of productive net investment 
being undertaken by the pri- 
vate sector. 

9 Stop government loans to 
specific parts at file economy, 
other than when justified on 

fPTTITll WfHuT (Hr SOdal pY M l U ds. 

They should not be made 
“purely to avoid economic or 
pnlitlrfll difficulties *. 

9 Reform property and con- 
tract laws to give a legal 
framework for private enter- 
prise. That would include 
instituting bankmpcy proce- 
dures to deter people operat- 
ing in a private economy from 
using resources wastefully. 

9 Decide which activities 
could be managed better by 
private enterprise rather than 
the government. When areas 
of the economy are left in fixe 
hands of the state, hiddati sub- 
sidies should be outlawed. 

9 Introduce laws to protect 
the consumer and prevent 
business monopolies. 


PRESIDENT Mikhail 
Gorbachev yesterday presented 
his plans to share power in the 
Soviet Union with the presi- 
dents of fixe 15 republics while 
reinforce his own supreme 
position. 

Flatly denying that the mea- 
sures reflected “imperial ambi- 
tions," he called for and won 
immediate parliamentary 
approval far the const i t u tional 
amendments - although the 
details can still be changed 
over the next two weeks. 

Yet his latest attempt to 
revive the authority of central 
government and save the 
iminn from disintegration, he 
faces scepticism and outright 
hostility from same key union 
republics, which see it as a last 
attempt to restrict their inde- 
pendent sovereignty. 

The constitutional develop- 
ment coincided with a new 
demonstration of the pnHtinni 
weakness of the centre, when 
Marshal Dmitri Yaxov, the 
defence minister, issued an 
order yesterday allowing 
Soviet soldiers to refuse to 
serve in the Trans-Caucasus. 

“From now on, military 
units in TranaGancasla will be 
manned with servicemen 
called up in other regions on a 
voluntary basis," Taro, the offi- 
cial news agency, r e ported. 
The area includes the three 


Hello, neighbour. 





We’re all neighbours in the global community. Learning how to fit into the local fabric of 
the community is part of being a good neighbour 

At Komatsu, we make construction and industrial machines such as excavators, robots, 
lasers, presses: tools for a better life. At the same time, we make it our business to work for the 
good of the community. We support local partnership in business operations, joint ventures, 
trade exchanges, service programmes: co-operation for a better world. 

We don t know how the world will change in a decade, or 
even a year But we believe that cooperation between neighbours j Sf jUlr 'crzrM 

can add harmony to the great pattern of life. Hmr JSBSfm I 


Cooperation for a better world. 


Hoad Office 244 Ahasaha. MirWsHw, Tokyo 107. Japan 
Phone . «3) 5561-261 7 Facsmie;{03}50M662 


republics of Armenia. Azerbai- 
jan and Georgia, areas of 
recent ethnic disturbances and 
rising nati onalism 

Mr Gorbachev pres en ted his 
Constitutional a m endmentR to 
the Supreme Soviet in Moscow, 
spelling out the dpfrnflH of an 
overhaul of presidential power 
first revealed 10 days ago. 

Key elements cf Mr Gorba- 
chev's proposed constitutional 
amendments include: direct 
subordination of the Soviet 
government, now called a cabi- 
net at ministers, to the presi- 
dency; creation of a powerful 
vice-president to enforce execu- 
tion of presidential decrees; 
ami the granting of important 
executive powers to co-ordi- 
nate all-uman policies to the 
Council of the Federation, 
including the leaders of all the 
union republics. 

Decisions hi the Federation 
Council must be taken by a 
tr ri nhn m n two-thirds majority, 
and will be binding on the 
president, who must enact 
them by decree. They will also 
be binding on all the union 
republics. 

Mr Gorbachev admitted that 
the allocation of powers 
between foe union fpwnnment 
and fixe republics still required 
agreement on a new union 
treaty, but called for transi- 
tional powers for the president 


and central government, until 
that agreement was reached. 

Four small republics - the 
three Baltic states, and Geor- 
gia - are refusing to sign a 
new treaty to ensure their out- 
right independence. Russia and 
the Ukraine, the two largest 
republics, are also refusing to 
sign untfi they have agreed 
their own constitutions, and 
whittled down the powers of 
the centre. 

His plan still includes a post 
of prime minister, although 
now entirely subordinate to 
himself, raising speculation 
that he may attempt to keep 
Mr Nikolai Ryzhkov in this 
present position. However, 
political observers believe that 
the Supreme Soviet may well 
refuse to endorse him. 

Speculation is rife about who 
might become the new 
vlcepcesldent, with Mr Eduard 
Shevardnadze, the foreign min- 
ister, Mr Vadim Bakatm, the 
just-replaced interior minister, 
and Mr Nikolai Ryzhkov, the 
prime minister, all mentioned 
as candidates. 

The vice-president wfll sit on 
the Federation Council, and 
head a new body called the 
highest state control body, or 
government inspectorate, to 
enforce presidential and gov- 
ernment decrees. The current 
paralysis at power has meant 


Hungary’s government accused of 
muddlinu through economic crisis 


By Nicholas Denton in Budapest 


MR Jazsef An tall, Hungary's 
prime minister, yesterday 
announced the state budget far 
1991 amid criticism that his 
government is muddling 
through economic crisis. 

“The Finance Ministry and 
the government have given 
birth with great difficulties to 
a budget which you are obvi- 
ously not satisfied with," he 
said In an address to parlia- 
ment. He appealed for the 
cooperation of opposition par- 
ties, employers and employees 
tax 1991, the “year of the trial” 
for Hungary. 

The Gulf crisis, fixe move to 
trading In hard c u rre n cy , and a 
Mim mnr drought represented a 
loss of $ 2 bn to the Hungarian 
economy in 1991, 10 per cent of 
domestic consumption, he said. 

These external shocks and 
the absorption into the state 
budget of spending by quasi- 
state organisations will push 
the central government deficit 
to a record Ft78bn ($lJ27bn) 
from this year’s expected out- 
turn of Ftl3bn, according to 

the draft which parliament- will 
now debate. Yet the overall fis- 
cal effect, because of the spe- 


cial factors, is roughly neutral. 

Mr fatvan Farrai, head of the 
prime minister’s secretariat, 
said that the target deficit 
should be dose enough to the 
FtTObn demanded by the Inter- 
national M o netary Fund to 
allow agreement on a new 
credit facility. IMF approval of 
the budget is essential if Hun- 
gary is to obtain $L5hn in cred- 
its from international organisa- 
tions. It needs the money to 
fund a predicted $LZbn current 
account deficit in 1991 on top 
of |2 L2im repayments on Hun- 
gary’s S2lhn foreign debt. 

Government MPs are expec- 
ted to propose amendments to 
increase spending, breaking 
the government’s deficit tar- 
gets and delaying the budget 
beyond the January 1 deadline. 

Most independent analysts 
regard the budget as a messy 
compromise between cabinet 
radicals, themselves divided, 
and more cautious ministers 
who have argued that an 
expansionary policy is yw gded 
to counter recession. 

“This is a budget of muddl- 
ing through." said Mr Ta<ain 
Caaba, head of the all-party 


Bridge Group upon whose pre- 
scriptions the government 
claims to draw. “You can't pur- 
sue two or three policies at the 
same time." 

The budget's neutral fiscal 
effect has been achieved 
largely by abandoning struc- 
tural reform, indicating that 
earlier proposals for what 
amounted to economic s ho ck 
therapy have been put on ice. 

“The radical programme is 
postponed,". said a. .senior offi- 
cial- “The government is not 
ready to undertake such a proj- 
ect. The government is too 
weak." 

Separate radical economic 
proposals from Mr Ferenc. 
Rabar, the finawro minister, 
and Mr Gyorgy Matolcsy, the 
prime minister’s economic 
adviser, were undermined by 
the rivalry and lack of co-ordi- 
nation between them. Finance 
Ministry proposals for Ftl20bn 
subsidy cuts to contain the def- 
icit have been watered down 
by a factor of three; and Mr 
Malolcsy's proposals for sup- 
ply-side direct tax cute cam** 
up against Finance Ministry 
opposition. 


Hurd urges 
coherent 


security 

policy 


By DivM Buchan 

in Brussels 


out against the jet fighter at 
the beginning of 1990 on cost 
an d disarmament grounds. 
Now. he said dismissive ly, it 
was dead. "It will not be built” 


that many of Mr Gorbachev's 
decrees have simply been 
ignored outside Moscow. 

The constitutional amend- 
ments also require local 
authorities - the executive 
committees of regional and 
city soviets - to carry out the 
donees of the central govern- 
ment In recent weeks these 
have been Ignored when repub- 
lican parliaments and govern- 
ments have disagreed. 

Violent crime in the Soviet 
Union has become increasingly 
vicious and mercenary as 
social and economic hardships 
increase, the Interior Ministry 
said yesterday, Reuter reports 
from Moscow. 

Ministry figures for 1989 
showed a 28.5 per cent increase 
in murders to 21,467. Rapes and 
assaults rose by 12 per cent in 
the first 10 months of this year. 
Murder in the course of armed 
robbery was up by 11 par cent 
over the same period. 

Officials said the most dis- 
turbing feature of the crime 
wave, which has been building 
for three years, was its under- 
lying “viciousness". Domestic 
quarrels were no longer the 
waiting cause of murder. 

In its place were crimes for 
money, often “of special cru- 
elty, including the use of tor- 
ture and explosives. 


MR Douglas Hurd, the UK 
foreign secretary, yesterday 
called for a more coherent 
European security policy, to 
convince an Increasingly tu&en- 
chanted America that ils Euro- 
pean allies were pulling theft 

weight. 

His coll came after EC for- 
eign ministers reviewed their 
plans for political union in 
advance of the lnter-Goveru- 
mental Conference (IGQ later 
this month. 

Mr Hard termed as “broadly 
fair” a document in which the 
Italian presidency of the EC 
said “toe great majority” of EC 
states now favoured “a com- 
mon foreign and security pol- 
icy", though the British minis' 
ter stressed that defence still 
belonged in Nato. 

The significance of the posi- 
tion taken yesterday by Mr 
Hurd - who along with former 
prime minister Mrs Margaret 
Thatcher formally dissented 
from an EC summit declara- 
tion on politlal union wily five 
weeks ago - is his recognition 
that a major European security 
review can no longer be side- 
stepped. Mr Gianni De Mich* 
elis, the Italian foreign minis- 
ter, hailed Mr Hurd’-s 
contribution yesterday as 
“good news far Europe". 

But such a review was 
needed, not to design a replace- 
men for Nato, but precisely to 
keep the US in Nato and some 
of its troops in Europe, Mr 
Hurd suggested. 

"There is a feeling in the US 
as they look at the Gulf crisis 
and the distribution of effort 
between the US and its allies, 
they see a lack of balance", the 
UK minister said. “It Is thus 
more important that Europe 
should be more effective in its 
own defence," he said. 

He called for better coordi- 
nation between a European 
Community more focused on 
security, the Western Euro- 
pean Union with its job of co- 
ordinaing Europeans’ military 
deployments in the Gulf, and 
the current revision of Nato* 
role. 

The Twelve's views on pati-. 
ical union remain far more du* - 
parate than on monetary 
union, where the UK has been 
the lone dissent er on all key 
issues. Italy has sought, and 
failed, to interest its EC part- 
ners in a Com munity takeover 
of the WEU, the reby p osing 
problems, for non-WEU mem- 
bers Eke Denmark end neutpsl 

I reland ." 

Mr Hurd termed yesterday's 
meeting very satisfactory, 
“because what we have been 
keen to avoid is another 
attempt to write the conclu- 
sions of the IGC before the con- 
ference has begun”. 
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EUROPEAN NEWS 


EC to consider 
workers’ councils 

By Lucy Kellaway in Brussels 


LARGE companies in the 
European Community will 
have to employees on 

all important matters affecting 
them. They will also he 
required to create workers* 
councils, according to the final • 
draft of a proposal to be consid- 
ered by the European Commis- 
sion today. 

The controversial scheme is 
likely to be vigorously resisted 
by Britain, which has- long 
regarded worker Involvement 
of any kind as an issue foe 
companies themselves. 

Many businesses also believe 
the proposal will add to costs 
and reduce flexibility. 

Any company employing 
more than 1,000 people and 
established tn more thaw one 
country win have to set up a 
European Works Council, 
made up of workers' represen- 
tatives. 

Such councils would have to 
be consulted on any matters 
relating to their interests. 

The measure, which win 
apply equally to multinationals 
that are based outside the EC, 
would oblige m anag er s to pres- 
ent workers with a progress 
report on the company's 
affairs. 

Unice, the dub of European 
employers, has told the Com- 
mission that any obligatory 
works council would be unac- 


ceptable, as it would cut across 
d iffer ent types of worker con- 
sultation. in place in different 
countries. 

Hnice is also concerned that 
the measure could he expen- 
sive and could slow decision- 
making. 

The directive Is semi as a 
test of UK social policy. It wfO. 
also be re g arded as a cine to 
whether the leadership change 
will mean a softer line on 
social issues. Brussels "Wrfaic 
are not expecting' much 
change. 

The proposal is a much 
watered-down version of the 
so-called Vre deling Directive, 
which proposed compulsory 
worker participation, and 
which, has been blocked for 10 
years by a OK veto. 

The Commission argues that 
as the proposal only applies to 
companies with a European 
dimension, national govern- 
ments can no longer co mp lain 
that Brussels is treading on 
their toes. 

The proposal leaves some 
room for flwrih flky as to how it 
should be enacted. 

However, it makes dear that 
the type of areas to be covered 
should include job reductions, 
new working practices, the 
introduction of new technol- 
ogy, and organisational 
changes. 


Growth soars in 
pre-unification 
West Germany 

By Andrew Fisher in Frankfurt 


WEST GERMANY'S economy 
lent ahead in the third quarter 
of this year at its fastest rate 
for 14 years. The 55 per cent 
increase in gross national prod- 
uct mainly reflected the 
strength of demand from east 
Germany following the intro- 
duction of the D-Mark and 
before the country was unified 
in October. 

The figures bear out econo- 
mists* contention that west 
Germany has been able to 
detach itself from the recess- 
ionary tendencies starting to 
affect other countries. 
Although German companies 
are feeling the impact of the 
low dollar, higher oil prices, 
and the slowdown in foreign 
markets, many are benefiting 
from demand in the east 

The rise in the third quarter 
over the same period of 1989 
was the strongest since the 
fourth quarter of 1976 and was 
in fine with most forecasts. It 
compared with 3.4 per cent in 
the second quarter ami 45 per 
cent in the first Employment 
in the third quarter was 25 per 
cent higher than a year before, 
with an extra 782,000 jobs cre- 
ated, while labour productivity 
was 2.7 per cent higher. The 


number of Jobless fell by 
122,000. or 6.3 per cent 

The Federal Statistics Office 
said the main force behind the 
jump in economic activity was 
the high level of domestic 
investment Industry's spend- 
ing on new equipment was 135 
per cent higher, while con- 
struction Investment rose 6 per 
cent. Private consumption 
increased 4.1 per cent, pro- 
pelled by immigration from the 
east, higher employment, ris- 
ing incomes, and tax cuts. 

Imports into west Germany 
leapt by 13J5 per cent in the 
third quarter, the strongest 
advance since the fourth quar- 
ter of 1970. This stemmed from 
demand In both parts of Ger- 
many, with goods flooding 
from the west to east Germany 
when It was still a separate 
country until October 3. 

Exports rose 1L9 per cent, 
including sales to east Ger- 
many of goods imported 
through west Germany. The 
movement of goods from west 
to east has more than doubled 
this year. 

GNP growth in the third 
quarter over the second was 2 
per cent on a seasonally and 
calendar-adjusted basis. 


Defeated party in despair after Lafontaine refuses party leadership 

SPD wonders to whom it can turn 


By David Marsh in Bonn 

GERMANY'S opposition Social 
Democratic Party (SPD) was 
yesterday in open disarray 
after Mr Oskar Lafontaine, the 
badly -defeated candidate for 
Chancellor in Sunday’s general 
elections, refused an invitation 
to become party chairman. 

Party bosses were plunged 
into near-desperation after Mr 
Lafontaine, the deputy chair- 
man, on Monday night turned 
down the offer to take over the 
party's reins from Mr Hans- 
Jochen Vogel. 

Mr Lafontaine's refusal, 
announced at a meeting of the 
SPD executive board, leaves 
the party rudderless ahead of 
Mr Vogel’s planned withdrawal 
from the leadership next May. 

Renewed candidature by Mr 
Lafontaine in the next general 
election in 1994 cannot be ruled 
out. But, after recording its 
worst result for 33 years, the 
SPD now appears likely to 
choose another leader to pre- 
pare for the uphill struggle to 
rebuild its fortunes. Although 
Mr Bforn Engholm, the prime 
minister of Schleswig Holstein, 
has been tipped as a possible 
choice, the party is suffering a 
lack of promising material. 

Mr Lafontaine's abrupt move 
to reject the chairmanship 
came after he was criticised 
during Monday’s leadership 
meeting by Mr Willy Brandt, 
the former Chancellor. 

Mr Brandt, Mr Lafontaine’s 



former political godfather, has 
changed sides during the last 
year to become one of the can- 
didate's leading critics within 
the party. liked by Mr Lafon- 
taine's anti-unification stance 
during the campaign. Mr 
Brandt said during Monday's 

nw^ring that fae haH wwidHayp H 


giving up his post as honorary 
chairman of the party - spark- 
ing Mr Lafontaine's decision to 
announce he was spurning 
leadership overtures. 

Mr Lafontaine had earlier 
been pressed by a number of 
younger SPD leaders to take 
over the chairmanship from 


the lacklustre Mr VogeL 
His preference to return to 
full-time duties as prime minis- 
ter of the small western state 
of the Saarland is bound to 
confirm the view of many 
within and outside the party 
that Lafontaine is not equipped 
for national leadership. 


Turkish coal strike 
threatens to spread 

By John Murray Brown in Ankara 


TURKEY'S largest ever 
industrial action, affecting 
50,000 coal miners, was still 
continuing yesterday with lit- 
tle prospect of a settlement. 

Thousands of miners and 
their families were again pro- 
testing on the streets of the 
small Black Sea TtiTning town 
of Zonguldak, demanding bet- 
ter working conditions and 
wage increases of up to 900 per 
cent. 

The immediate cause of 
today’s troubles is Turkey's 
rampant inflation rate, now 
running at around 60 per cent. 
But after a decade when union 
power has been systematically 
undermined in an attempt to 
maintain industry’s competi- 
tiveness, Turkey's labour prob- 
lems threaten to become a 
wider political issue. 

-Turkey is an important ebat- 
producer, with Zonguldak, the ' 
largest mining area, producing 
around 70 per cent of the coun- 
try’s 4.5m tonne annual 
demand, much of it destined 
for the vital iron and steel 
industry. 

However, President Turgut 
Ozal has warned that' the state 
coal company wifi double its 
losses if it offers even a 60 per 
cent pay increase. The com- 
pany is offering a 05 per cent 
pay increase. On Tuesday, the . 
Coal Board locked workers out 
of the mine. 


With opposition Social Dem- 
ocrats and the conservative 
True Path Party both offering 
backing to the miners’ claims, 
the strike looks set to spread to 
other industries. 

A further 280,000 miners 
producing coal for the power 
sector and legally prevented 
from striking staged a go-slow. 
Strike action also seemed 
imminent in the important tex- 
tile sector after talks broke 
down. Textiles was Turkey's 
largest export last year, earn- 
ing $3.5bn- 

Under Turkey’s labour laws, 
strikes are illegal for public 
sector workers and those in 
strategic industries. In the first 
seven months of this year, 
more than 1.2m working days 
have been lost through strikes. 

In hard-hitting comments 
over the weekend, the presir 
dent indicated that there 
would be no compromise. 
"What can we do if the coal 
you sell from Zonguldak does 
not cover the cost of the wages 
paid to the workers?” he asked. 

Mr Semsi Denizer. the local 
union leader, said Mr Ozal 
“has sided with the managers 
against the workers. This is 
why Zonguldak is rebelling." 

It was left to Mr YtidLrm 
Akbulut, the prime minister, to 
adopt a more accommodating 
stance, cafitng for teifc* to end 
the strike. 


General’s departure is 
Ozal’s sternest test 

By John Murray Brown in Ankara 


TURKS were still struggling 
yesterday to explain, the sud- 
den resignation of General 
Necip TOrnmtay. the chief of 
general staff, who was the 
country's top soldier. 

President Turgut Ozal had 
already lost his defence and. 
foreign ministers 'in October. 
But, in a country where the 
military has played such a 
do minan t role, the general's 
departure represents the most 
serious challeng e to bis leader- 
ship since be became presid e nt 
last year. 

The timing could not have 
been more awkward. It comes 
just a week after the United 
Nations sanctioned the use of 
force against Iraq, bringingthe 
prospect of war in the Gulf 
even closer. 

According to one newspaper. 
Gen Torumtay stormed out of 
a meeting of the National Secu- 
rity Council on Friday. There 
were unconfirmed reports that 
the entire military high com- 
mand bad been prepared to 
until the general per- 
them to stay. 


Ironically, Mr Ozal’s choice 
of Gen Torumtay was hugely 
against the advice of the mili- 
tary and. particularly the 
National Security Council, the 
body which the president 
chairs. 

Yesterday it was announced 
that Gen Dogan Gores, the 
commander of land forces, , had 
been appointed military chief. 

Mr Ozal’s relations with the 
military have been rather 
strained. 

His ambivalence towards the 
rise of Islamic fundame ntal i sm 
is of particular c o ncern to a 
military that sees itself as the 
protector of Turkey’s secular 
traditions. 

His recent call for opposition 
parties to support a national 
referendum on choosing Tur- 
key’s president is seen as a 
direct threat to the constitu- 
tion, which was framed by the 
military after the coup d’etat of 
1980. 

Nominally, trnder the 1982 
constitution, Turkey’s presi- 
dent has tew o pp o rt unities to 
influence policy. 
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To make your journey to the City a 
rather simpler business, Thameslink 
are pleased to announce an important 
change. No change at all. 

Catch a train at your local Thames- 
link station and you can travel straight 
- to the heart of the City. 

There's a frequent service which 


stops at King's Cross Thameslink, 
Farringdon, Blackfriars and St Pauls 
Thameslink, from as far north of the 
river as Bedford and as far south as 
Brighton. (During peak times you can 
also get to St Pancras, Barbican and 
Moorgate from the North.) 

As well as cutting corners to the 


square mile, Thameslink provides you 
with a flying start to both Luton and 
Gatwiek airports. 

And it's just as easy to join InterCify 
connections at Luton or Bedford. 

Which all suggests there's just 
one change you have to make. 

The way you travel to the City, 



Thameslink 


MMST Network ©@w(Htolig)©fi 






Our move to Vigo Sheet has been lm)^ 
un e xpect e dly so we need to dear stock immediately. 
Select from our extensive range of contemporary 
hand knotted and guntufted rugs, tapestries, 
waUhangings, embroideries, furniture, 
objects and clothing. 

All stoek reduced. Up to 50% discount on some 
designs 

SALE ON UNTIL DEC 15th 

RUGS SKE PRtGE SALE PACE 

GunnuFim 

TISACUS" (fflustrated) 6"x4' £4251)0 £21250 

■STWPT 6**4' E425JX3 £21250 

BwmuHr sgw ipy 

TNEAP0U7APT ffx4* £40500 £5000 

"GEOMETRY" 7" x 5' £488.00 £7500 

"SNAIL" 7x5' 


"KANGRW 4'H"x4'10" £546.68 £43Z34 

+ MANY MORE! 

OflHHt STOCK 

10% dnEMmt am aO thw OIT Artists and dangsan work. 
Tspsslim. W s Wiwn is o . On bra atoii si. Ftsmtare, Otqscts and Ctot ls ng . 


T*E COATHWUm 


SIZE 

PIKE 

SALE PIKE 

FX4’ 

£4251)0 

£21250 

6* *4* 

£42500 

£21250 

6“ a 4' 

£405 jM 

£501)0 

7’x5' 

£488.00 

£751)0 

T x5‘ 

STOCK 


6*8* x 5*3“ 

£8351)0 

£44450 

4*H"x4*MT 

£546.68 

£43Z34 

♦ MANY MORE! 
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THE CONTEMPORARY TEXTILE GALLERY 

10 GQLDBH SQUARE, SOHO, LONDON W1 
TeL 071-439 9070 
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Schotey in pole position 


DECEMBER ISSUE 
ON SALE NOW 


Place a regular order now, with your newsagent * 
or Fax 071-351 2794 for subscription details 
BUSINESS, 234 King's Road, London SW3 5UA 
Tel: 071-351 7351 

BUSINESS LS AN ASM MATE Cl KMPANYt 1KTHE FINANCIAL TWES 
AND THE d »ND£ NAST WBUCATir INS 


IRELAND 


The FT proposes to publish tins survey oa 
December IS 1990. 

It will bo of particular interest to the 27% of Managing 
Directors and Chief Executives (hougbout Europe who 
are regular FT readers. If yon want to reach tins 
important audience, call Charles Blandford. Mae 
Publishing .44 Leinster Road, Dublin 6. Tel 0001 
966000 Fax 0001 964962 or Kinty Saunders on 071 873 
4823 or tax 071 873 3079. 


It’s attention to detail 

that makes a great hotel chain, like providing 
the Financial Times to business clients. 
Complimentary copies of the Financial limes 
are available to guests staying at the Holiday 
Inn (R6publique) Paris, and The Holiday Inn 
Ckowne Plaza in Toulouse. a 

FINANCIAL TIMES 1 



SHARE IN THE 
SWEET TASTE OF SUCCESS 
IN GLENROTHES 

Barker & Dobson, Ke filer. Victory Vs and Hacks are just a few of the brand names 
for which Alma Confectionery are famous. 

And from their (Glenrothes plant come speciality lines such as the highly successful ‘Ghostbusters*. 
Alma Confectionery, like many other successful companies found Glenrothes 
an ideal place for locating their business. 

Alma need to transport their products to their markets worldwide and Glenrothes 
is ideally situated to fulfil their requirements. 

Who knows? You too, could be sampling the sweet taste of success in Glenrothes. 

If you would like further information please complete and post the coupon below. Or, contact the / 

Marketing Department on 0592 754343. > ^ 


| GLENROTHES, FIFE 

^ GOOD FOR BUSINESS. GREAT FOR LIFE. 

Marketing Department. Glenrothes Development Corporation, 

Unicom House, Glenrothes, FIFE KY7 5PD. Telephone 0592 754343. / ” 




Shanty towns a blight on Lisbon 

Buildings are decaying yet prices are soaring, reports Patrick Blum 


L isbon is faring a major 
housing crisis as mors 
and more buildings are 
collapsing after years of 
neglect and degradation. 

Demand for accommodation 
is growing and property prices 
are rocketing amid general dis- 
content from proprietors, ten- 
ants, construction companies, 

and local authorities. 

The crisis has its roots in a 
combination of antiquated ten- 
ancy and rent laws that dis- 
courage private sector invest- 
ment, and in the failure of 
successive governments to pro- 
vide sufficient funding for pub- 
lic housing. 

The Social Democratic 
administration of Mr Anibal 
Cavaco Silva is so exception. It 
has earmarked a record 
Esc80bn (9615m) for expendi- 
ture on housing and other 
social spending in its 1991 bud- 
get But this is for the whole of 
Portugal and is generally con- 
sidered vastly inadequate to 
deal with the crisis in the 
major cities. 

It also compares badly with 
expenditure on prestige pro- 
jects such as a new cultural 
and conference centre being 
built in Belem, on Lisbon’s out- 
skirts, at a cost at Escl4bn. 

The g o v ernment is commit- 
ted to giving a greater rale to 
the private sector in the econ- 
omy. But private Investment is 
going almost entirely - save 
for a few luxury developments 
- into the much more profit- 
able commercial property sec- 
tor. 

About one third of the land 
and property in Lisbon Is 
owned by the municipality. 
But the city authorities, with a 
budget this year of about 
EscSOtm, can barely manage to 
pay for on going commitments 
covering a wide range of 
responsibilities from transport, 
cleaning, and public services 
as well as housing upkeep. 

Mr Jorge Sampaio, the 
Socialist - leader and Lisbon 
mayor, says the town ball can- 
not hope to solve the capital's 
housing problems without 
more government help and 
financial support 
The Socialist party, which 
won control of Lisbon and sev- 
eral other major cities in local 
elections last December, 
accuses the government of 
indifference and of not having 
a national housing policy. 

Officials estimate that there 
Is a deficit of about 50,000 
homes In Lisbon — which 








just round the corner from some of Lisbon’s handsomely restored buildings are shuns 


excludes an even greater num- 
ber of homes that need to be 
rebuilt because they are in 
a ppalling condition. 

Rarely a week goes by with- 
out the news of a building col- 
lapsing somewhere in Lisbon. 

The level of degradation in 
some parts of the capital baa 
reached such proportions that 
as many as 30 buildings are 
expected to collapse during the 
rainy winter months. To date 
there have been no major casu- 
alties. 

Lisboa’s housing problems 
have Third World characteris- 
tics. Shanty towns consisting 
of thousands of "barra- 
cas" — makeshift huts tnadp of 
wood and scraps of met- 
al - and cheap, prefabricated 
“temporary” municipal hous- 
ing have become a permanent 
blight on large parts of the 
city. A recent survey estimated 
that there were more than 
9,100 barracas in Lisbon, a 
decline of only 1.000 since a 
similar survey was conducted 
10 years ago. In addition there 
are about 4^00 “temporary" 
homes in an advanced state at 
degradation. 

Mr Vasco Franco, a town 
ball councillor, says the real 
number of barracas Is probably 
20 per cent higher. This would 
put the total number of barra- 
cas and crumbling temporary 
homes at around 16,000 
- housing nearly 50,000 people. 

According to another study, 
about GO par cant of buildings 
in 11 districts spread across 
Lisbon need urgent, and in 
many cases, extensive repairs. 

In the Bairra Alto, a tradi- 
tional district which has 

hflpnitw fashinnahlp In recent 


years, of 770 buildings only 32 
are in relatively good condi- 
tion- Yet prices for even the 
most modest at Oats have risen 
dramatically, though in the 
long run many houses will 
need to be extensively reno- 
vated or modernised at heavy 
costs to apartment owners. 

Housing in many “historic 1 " 
parts of Lisbon Is reminiscent 
of the poor housing common in 
Europe in the 1940s and 1950s, 
with sanitation, hygiene and 
safety well below what are now 
considered internationally as 
minimum standards. 

It was partly the lack of ade- 
quate safety which caused the 
1965 fire that destroyed the 
Chiado, Lisbon’s historic com- 
mercial centre, to sweep 
through the district at such a 
speed and with such devastat- 
ing effect. Regulations may 
exist but they are poorly 
enforced and often flouted. 

T HERE are dramatic con- 
trasts between adjoining 
streets in the same area. 
Just around the comer from 
grand villas, small palaces, and 
handsomely restored buildings, 
are slums in dirty narrow 
streets covered with rotting lit- 
ter and the home to rats. 
Throughout Portugal about 3m 
people, 30 per cent of the popu- 
lation, live in accommodation 
without running water. Con- 
struction companies say Portu- 
gal has the most serious and 
intractable housing problem in 
Europe, with little prospects of 
real impr ovements in the short 
term. 

Proprietors, blame the gov- 
ernment for fafflng to radically 
change laws that they say 
assure tenants near imiimitad 


tenancy at rent levels which 
bear no relation to costs of 
building or of maintenance. 

Shortages and growing 
demand for decent housing 
have caused a surge in prices 
and encouraged widespread 
speculation that has put buy- 
ing beyond the means of most 
Portuguese. High Interest rates 
have not helped and personal 
credit for housing has been 
steadily declining. 

Meanwhile, a small private 
sector aimed at the wealthy 
and at expatriates who can 
afford rents comparable with 
those of Paris, Brussels or 
Frankfort, has grown rapidly. 
This has further drained the 
housing stock while thousands 
of flats are left empty. 

The government has been 
fearful of the political conse- 
quences of fully liberalising 
the housing market. Neverthe- 
less, earlier this year it 
reformed the rent laws, mainly 
allowing new tenancy con- 
tracts to be reviewed and rents 
to be raised after five years. 
The new law has been widely 
criticised. 

Developers and proprietors 
say the government's long- 
awaited reform is too timid 
and does nothing to resolve the 
problems with existing tenan- 
cies. Tenants associations and 
trade unions have attacked the 
law saying it introduces uncer- 
tainty for tenants. 

All agree that the new law 
creates ambiguities, and that it 
will do little to alleviate the 
crisis. For the foreseeable 
future, owning one’s own home 
in Lisbon will remain an near- 
impossible dream for the vast 
majority of the population. 


WIND MINES LIMITED 
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DIVIDEND MAINTAINED 

SATISFACTORY PERFORMANCE FROM COAL AND PROPERTY BUT 
OTHER DIVISIONS AFFECTED BY ADVERSE CIRCUMSTANCES 


Group results 

With Group operations adversely influenced by the 
most difficult market and industrial relations 
conditions experienced for many years, 
attributable earnings increased by five per cent. 
However, owing to an increase in the number of 
shares in issue, arising from the rights offer made in 
November 1989. earnings per share declined by 
17 per cent to 1 592 cents. 

Turnover rose mainly as a result of the 
acquisition by the Group of an additional 49 per 
cent interest in the Middelburg mine and the 
consolidation of the results of the Vansa group of 
companies for a foil year for the first time. 

The relatively static earnings, despite the 
growth in turnover, are indicative of the severe 
pressure on operating margins. The major factors 
contributing to toe lower margins were the relative 
strength of the rand, poor demand for certain 
of the Group’s products, notably in the base 
minerals market, high interest rates on increased 
borrowings and inflationary pressure on local exists. 
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Results 

1990 

1989 

% 

lUgtaMt 

H lrtflHim 

R miOkxi 

Change 

Turnover 

1693.8 

1367.7 

+24 

Profit before taxation 

326.2 

3303 

-1 

Profit attributable to 

whamtiiiMoy 

226^4 

2103 

+8 

Total assets 

3880.1 

2 997.8 

+23 

Earnings par share 

Cents 

1592 

Cons 

1929 

-17 

Dividends per share 

660 

560 

- 

Net asset value per share* 

9 821 

9 739 

+1 

Dividend cover (times) 

ZA 

3.4 

-18 

Baud Mines United, 

1990 

1989 

4b 


Rndllltm R miiiinn Change 


w W d tariw, and 
mna j wd ww wpni)— 

Turnover 

Total assets 

Number of employees 


* lnc lt si aa eatOCM of marine vntan nmwr mwgflmanta. 


3388.6 

3108.) 

+9 

60Z2.0 

525S.2 

+15 

70 386 

77 409 

-9 


Comment 

Hie results, a ltho ugh disappointing, represent the 
end result of dedicated efforts on the part of 
management and employees throughout the Group 
during a problematic year. 

Last year, it was indicated that profits for 1990 
were expected to be higher than those achieved in 
1989, while earnings per share on the increased 
capital would probably be marginally lower. This 
was based on the belief that the South African 
Reserve Bank would continue with the policy of 
allowing the rand to depreciate in line with the 
inflation differential between the United States of 
America and. South Africa. The forecast assumed an 
average exchange rate of K2.90 to the US dollar 
which appeared reasonable, as the rate had been 
as low as R2.87 to the US dollar in June 1989. The 
rand averaged R2.61=US $1 for the year. Had the 
forecast exchange rate been realised, the profits 
after taxation of the coal and base minerals 
divisions would have been approximately R80 
million higher than actually earned. 

Outlook 

Group profits in the 1991 financial year win be 
primarily determined by the US dollar prices 
achieved for our export sales, the r and/US dollar 
exchange rate and the effects of inflation. 

While the Group wfll gain strength from the 
streamlining undertaken, it wfll be operating 
against a background of economic constraints and 
far reaching social and political adjustments 
affecting the entire community. Hus unsettled and 
fluid environment is now expected to continue 
throughout the year ahead, and, consequently, it is 
difficult to make a reliable forecast of the Group’s 
attributable profit in 1991. Nevertheless, it would 
appear that earnings could be well down on 1990. 
Under these circumstances, the dividend wfll, 
regrettably, not be maintained. 

Johannesburg’ 

SB November 1990 
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EUROPE IS CHANGING, 
POLITICALLY, FINANCIALLY, 
ECONOMICALLY. 


Europe is going through a period 
of dramatic change, with new 
political and financial structures 
developing, fresh markets opening 
and new legislation coming into 
effect. And since this change has 
resulted in new cross-border oppor- 
tunities, so the need for innovative, 
flexible corporate finance has become 
more pressing than ever before. 

It’s an area in which we can play a decisive role in 
helping our clients achieve their objectives. . ~ * 

For a start, our corporate finance professionals, on-the- 
spot in 20 European countries, are able to advise and assist 
our clients on every aspect of corporate strategy, from 
tax-effective financing to mergers and acquisitions. 



WE’LL HELP YOU MAKE 
THE MOST OF THE 
NEW CROSS-BORDER 
OPPORTUNITIES. 


industries, enabling us to combine 
our corporate finance expertise with 
an understanding of current develop- 
ments in industries such as media, 
chemicals, branded foods, paper and 
packaging, energy and insurance. 

Indeed, our knowledge of these 
and other industries means that our 
teams actively approach companies 
with strategic recommendations on 
mergers, acquisitions, divestitures and buyouts. 

With this level of commitment to the corporate 
finance business in Europe, it’s hardly surprising that we’ve 
established something of a track record. 

We’re one of the top twenty cross-border European 
M&A advisors, and Europe’s | 0 



Our European M&A 

most 

active loan syndicator. 


capability, for example, backed 

We’ve 

also recently completed 

1&— sssassai 

by our global network, enables 

more 

than a dozen leveraged 


us to successfully bring 

finance transactions in six 

o — 


now or 


together potential buyers and 
sellers throughout the world. 

To augment these capabilities, we have developed 
a det aile d knowledge of a number of specific 


o 


European countries, with a total value of over $L25 billion. 

All of which means that, whatever changes occur in 
Europe, we have the experience and resources to help our 
clients take full advantage of them. 



CREATING OPPORTUNITIES OUT OF CHANGE. 
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INTERNATIONAL NEWS 


Japan heading 
for 6% growth 
in GDP for 1990 


By Ian Rodger in Tokyo 

JAPAN’S real gross national 
product In the third Quarter of 
this year grew at an annual- 
ised rate of 4J per cent, accord* 
lng to figures published yester- 
day by the government’s 
Economic Planning Agency 
(EPA). 

Many western economies 
may be facing recession, but 
Japan’s thus continues to show 
remarkable resilience. This 
rate of growth, coining after an 
annualised 11.25 per cent in the 
first quarter and 5.5 per cent in 
the second Quarter, virtually 
ensures that Japan’s real GNP 
growth in the full year 1990 
will exceed 6 per cent. This is 
well above earlier predictions 
and extraordinarily high for a 
large, developed economy. 

Although economic growth 
has slowed in recent months, 
there is little concern in Tokyo 
that the economy will slide 
into recession in the near 
future. On the contrary, there 
is still some worry about over- 

h paring in nfflnin? nrmlpg, 

Mr Shinyasu Hoshino, dep- 
uty director general of the 
EPA, said yesterday that the 
economy was now at "a desir- 
able cruising speed” after too 
rapid a pace earlier in the year. 
But senior Rank of Japan offi- 
cials have been saying that 
their policy stance remains one 
of waiting to see if monetary 
tightening measures they have 
already taken are mnng h to 
bring economic growth down 
to a sustainable leveL 


Private-sector economists as 
well are confident that the 
economy will remain relatively 
strong. Yesterday, Daiwa 
Bank’s research institute fore- 
cast that the economy would 
grow &8 per cent in the year to 
March 1992, compared with an 
estimated 5.3 per cent in the 
current fiscal year. 

Real GNP grew 1 per cent in 
the three months to September 
on a seasonally adjusted basis 
compared with the previous 
quarter, and 5.5 per cent over 
the same quarter of IS89, 
according to the EPA Domes- 
tic demand contributed 0.9 per 
cent to the expansion, while 
external demand added 0.1 per 
cent, compared with a negative 
figure of 0.9 per cent in the 
previous period. 

Consumer spending growth 
was surprisingly weak, rising 
only 0.4 per cent, compared 
with L6 per cent in the previ- 
ous quarter, while private-sec- 
tor capital investment growth 
slipped to L8 per cent (3 per 
cent). On the other hand, pri- 
vate housing grew 6 per cent 
(5-2 per cent). 

Exports fell by 4.7 per cent 
from the previous quarter, and 
imports by 5J2 per cent. 

The ratio of the Datum’s cur- 
rent account surplus to nomi- 
nal GNP declined to 1.0 per 
cent from L2 per cent in file 
previous quarter. Year-on-year 
inflation, as measured by the 
GNP deflator, rose to L9 per 
cent from L8 per cent. 


Company’s collapse raises 
fears of more failures 


By Robert Thomson in Tokyo 

THE COLLAPSE of a chemical 
company with a recent past of 
property speculation has 
heightened fears that a spate of 
property-related collapses 
could be the start of a more 
severe shake-out of corporate 
Japan. 

Yuho Kasei, an affiliate of 
the listed Toyama Chemical, 
has sought protection from the 
Tokyo district court for out- 
standing debts estimated by 
credit research agencies at 
around Y40bn (£155.03m). 

Meanwhile, senior execu- 
tives of Roman, the financially 
troubled trading house which 
is attempting to reduce its 
property exposure, yesterday 
addressed leading creditors in 
an attempt to secure support 
for a restructuring. 

Roman is planning to cot its 
property investment by Y700bn 
over the next year, but the 
apparent suicide of an Roman 
executive last weekend has 
caused nervousness among 
creditors, who will be 
addressed again in Osaka 
today and in Tokyo tomorrow. 

The Ministry of Finance yes- 
terday announced plans to 
investigate property lending by 
non-bank financial institu- 
tions, which are blamed by the 
ministry for the excesses in the 
industry. However, creditor 
lists of recently collapsed com- 
panies. including Kyowa Cor- 
poration, the biggest failure 
this year with Y150bn out- 


standing, show that bank affili- 
ates have been leading lenders. 

Kyowa’s failure last week 
has led to what Japanese news- 
papers call the “Kyowa 
Shock”. In the pest few days, 
companies with real or per- 
ceived connections to the com- 
pany have been sold heavily on 
the Tokyo exchange, while 
rumours have circulated about 
serious financial problems at 
better known companies. 

Yuho Kasei has a similar 
recent past to Kyowa’s: It 
entered the p r opert y business 
in 1987, and quickly expanded 
its development projects in the 
Tokyo area. Bankers say it was 
considered favourably for loans 
because of its focus in Tokyo, 
although the property market 
in the cap ' tel has been flat for 
three years. 

Companies entering the 
Tokyo land rush after the price 
peak have been among the 
most vulnerable. A surge in 
interest rates this year, as well 
as a general softening of the 
property market, left Yuho 
unable to meet obligations, and 
Japanese credit research com- 
panies say it applied for court 
protection on Monday. 

Fearing a "Yuho Shock”, 
Toyama Chemical, which has a 
31.75 per emit stake in Yuho, 
yesterday delivered a state- 
ment to the Tokyo mrahpwflp 
and held a press conference to 
assure Investors it would be 
unaffected by the failure. 



Bangladesh president quits 
i after six weeks of protests 


Begum Khaleda Zla, 


of the Bangladesh Nationalist Party, at a rally in Dhaka yesterday 


PRESIDENT Hossain 
MhhflrmrmH E rshad of Bangla- 
desh yesterday announced his 
resignation, calling a special 
session of parliame nt on Satur- 
day to name a vice-president to 
head a caretaker government 
until elections are held, Reuter 
reports from Dhaka. 

This followed an opposition 
rejection of his peace plan 
broadcast to the nation on 
Monday, under which he had 
offered to step down in mid- 
1991. before a presidential elec- 
tion due then. 

State television said Gen 
Ershad had asked opposition 
parties to nominate a vice-pres- 
ident to run an interim admin- 
istration. “The ball is now in 
the opposition's court,” he 
said, adding that parliamen- 
tary elections would be held 
before a presidential election. 


Earlier, thousands of Banda* 
deshis marched through the 
capital. Dhaka, hailing the 
pop™* plan but tacking opposi- 
tion demands that he resign 
immediately. t _ 

"We are on fixe threshold or 
victory. The hated dictator has 
Anally started counting his 
days,” they chanted as security 
forces watched from a dis- 
tance. Witnesses said about 
100,000 people took part. 

Nineteen MPs belonging to 
Gen Ershad’s Jatiya Party 
resigned yesterday “in view of 
the current political situation’'. 

The 60-year-old general has 
tilled the impoverished coun- 
try of 110m people for nearly 
nine years. He took power in a 
bloodless coup in 1982. 

An eight-hour general strike 
called by the opposition for 
yesterday closed office s , banks 


and businesses and halted pub- 
lic transport, 

R was the first of a series 
which 22 opposition parties 
had colled as part of their six- 
week campaign to oust him. 
Last week Gen Ershad had 
declared a state of emergency 
but eased it on Monday after 
the dompdown failed to sup- 
press the popular unrest 

According to some estimates, 
more than 70 people had been 
killed and 500 wounded in 
clashes between security forces 
and demonstrators during the 
emergency. 

Gen Ershad said on Monday 
he would contest the next pres- 
idential election as a candidate 
of his ruling Jatiya Party. But 
few believe he will stand now 
that he has resigned. All 
through, he had kept the sup- 
port of the 85.000-strong army. 


THE MIDDLE EAST 


Saddam v Baldrick as Blackadder goes east 

David White visits a cunningly-sited British army camp in the Saudi port of Jubail 

T 


HE Baldrick Lines, they call 
them. At the port of Jubail in 
northeastern Saudi Arabia, the 
rows of British army tents are marked 
off by letters and numbers. 

Baldrick, a character in the BBC his- 
torical comedy sari?* Blackadder, Is a 
dirty, downtrodden follow who appears 
in different incarnations, most recently 
a First World War private. He always 
>mc “cunning plana”. The pT«n« are 
always foolish. 

And that is what they say in Jubail 
when asked the reason for the tuwiml 
Putting a tented camp down an the 
tarmsf of the port was a cnnntng plan. 

The port, 150 miles south of the bor- 
der between Saudi Arabia and Kuwait, 
was built under the mana gement of a 
British company. Sir WRllam Halcrow 
and Partners, mid completed six years 
ago, for commercial use. Rs biggest cli- 
ent to date Is the British army. 

Just recovering from one peak of 
activity, it is bracing itself for another 
when British troop reinforcements start 


arriving this month, more than don- 

W Glamorous It may^na^be, the busi- 
ness of receiving n™ and equipment 
and moving them Into the desert. But 
this Is where Mr John Major, the prime 
minister, when he visits Gulf, might 
best appreciate the effort required to 
mount a military operation of this kind. 

Commercial activity at the port, 
which cove r s an expanse of some 20 
square miles within the harbour walls, 
has ceased. It Is run by the US Marines, 
under whose wing the British forces are 
being deployed. 

Between mid-October and mid-No- 
vember Jubail received 44 shiploads of 
British equipment: 4,500 vehicles 
(tanks, armoured infantry vehicles, 
“soft-skinned” tracks and Land Rovers, 
engineering vehicles), L500 containers 
and 12,000 tonnes at ammunition, all at 
which has been transported to storage 
sites in the desert. 

Two of the harbour sheds served to 
accommodate arriving British service 


personnel, 2,000 at a time in each, with 
loading pallets used to cordon off the 
camp beds into sections. Between the 
sheds stand fines of makeshift latrines: 

It was the only place the British 
could wwwp- Dhabran. to the south, was 
already foil with Americans. There was 
some reluctance to go as for north as 
Jubafl. US Patriot air defence batteries 
guard the port, the only weapons 
Maimed to be effective against ballistic 

miwrilp attamir. 

But they were lucky to find such 
ready-made farTHtiaa rhmhIi logistics 
and transport people say they would 
like to wrap it all up and take it home 
with them, “ft's been so under-utilised 
it was a crying shame.” 

Every British vehicle boasts the red 
Desert Rat emblem. Back in Germany 
where the troops came from, it would 
have been against the rules. “But when 
this is all over,” it is suggested, “maybe 
the people who were here will be 
allowed to keep ft.” 

Much store is set by having the right 


Mt. Many have wafted weeks for desert 
camouflag e clothing, the floppy hats, 
the army-issue sunglasses. Desert 
sweaters are said to be on the way. 

If Jubail itself has any pleasures, 
British soldiers do not know them. The 
US Marines have put the town off 
bounds. The 2,000 B ritish based there 
have to follow the same rule. 

British soldiers take an amused view 
of the Marines* PX store, their ham- 
burger and pi™ stands. Some say they 
mean to go there one day when the 
queues get shorter. Bat even the 
Americans enjoy few creature comforts. 

At Jubail's airport, think with heli- 
copter movements, American enterprise 
flourishes. Among the tents a group of 
Marines has set up a second-hand 
paperback bookshop, a portable barbe- 
cue and a T-shirt bazaar. 

At one side of the airport stands a 
handful of Kuwaiti Gazelle light heli- 
copters, small reminders of what every- 
one is there for, like sparrows in the 
shadow of a giant machine. 


Saudi oil refinery fire may hit multinational forces 


By Mark Nicholson 

FIRE damage appears to have 
hit output badly at Saudi 
Arabia’s Ras Tannurah . oil 
refinery, the world's biggest 
and the main supplier of avia- 
tion fold for the ■ m niti national 
farces based in the kingdom. 

Oil executives in London 
said fi ie cut in the refinery’s 
output could prove long-term 
and may slight disloca- 


tion in world supplies, bat 
would be unlikely to cause 
widespread disruption. 

However, the damage could 
put pressure on supplies of 
kerodne aviation fad for the 
1,200 locally-based aircraft in 
the multinational military 
coalition deployed in the king- 
dom if fighting broke out. 
Enough fuel has been stock- 


piled far present operations. 

A four-hour blaze at the refi- 
nery last Friday is believed to 
have badly buckled the refi- 
nery’s main distillation col- 
umn. Oil industry officials in 
the Gulf yesterday estimated 
that output had fallen to about 
300,600 barrels per day from 
the plant's usual 530,000 b/d. 

Saudi authorities said the 


fire, which injured three work- 
ers, was caused by a teak. 

Saudi oil officials have 
refused to elaborate on the 
damage at the refinery, but 
London oil ex ec utiv es said yes- 
terday their Information 
suggested the damage could be 
sufficiently serious to- keep 
output low far several months. 
“It looks like a year’s job to 


put right rather than a week's 
job,” said one specialist yester- 
day. 

The refinery, 230 miles 
•oath of the Kuwait border on 
Saudi Arabia’s east coast, has 
been supplying up to 35,000 
b/d of aviation foal for the air- 
craft of the mult in at i o n a l , 
forces deployed In the king- 
dom against Iraq. 


Amnesty 
attacks Iran 
rights record 

By Sch e her a z a de B a no sh Miu 

AMNESTY International today 
urges the Iranian government 
to take immediate steps to rec- 
tify its “gross” human rights 
record. 

The London-based human 
rights organisation speaks in a 
report of the “relentless and 
ruthless” abuse of human 
rights, including the execution 
of more than 5,000 people in 
the past three years. 

About half these executions 
took place in the latter half of 
1988 in what Amnesty 
describes as a "purposeful 
mass killing of political oppo- 
nents”, when members of pre- 
dominantly left-wing groups 
were executed in prisons 
across the country after a cur- 
sory Interrogation by a “Death 
Com missio n". 

Tehran dismissed the report 
yesterday as an unfounded and 
“racist” document published to 
put it under pressure to change 
its policy on the crisis in the 
Gulf. Iran has condemned the 
Iraqi Invasion of Kuwait but 
has also been highly critical of 
US forces in the region. 

The 64-page report details 
the extensive use of the death 
penalty for non-political crimes 
too, up from 148 in 1988 to LS00 
in 1989, with prisoners having 
no recourse to legal counsel or 
the right to appeal. Many of 
these were given out by the 
Taiamfe Revolutionary Courts 
for drug-related offences. 
Amnesty recorded L000 drug- 
related executions during 1989. 


Angolan leader warns of change 


ANGOLAN President Jose 
Eduardo doe Santos called yes- 
terday for sweeping economic 
and political reforms and told 
his r uling Popular Movement 
for the Liberation of Angola 
(MPLA) that its 15-year, one- 
party rule would soon be over, 
AP reports from Luanda. 

He told 700 MPLA delegates 
at the opening of the party's 
third congress that it would be 
"the last under a single-party 
system”. 

Mr dos Santos said the 
MPLA must aban d on its Marx- 


ist economic model to embrace 
the free market and democratic 
socialism. 

Angola is rich in minerals 
and agricultural land, but the 
war has crippled economic 
activity and severed communi- 
cations. Only exports from the 
heavily guarded north-western 
all fields have kept the econ- 
omy aflnat, 

The six-day congress is 
sched u led to debate proposals 
for reforming the centralised 
economy and Introducing 
multi-party democracy. Dele- 


gates wifi, also discuss the con- 
tinuing peace talks with US- 
tacked Unita rebels to end a 
15-year civil war. 

After a fifth round of peace 
talks between the two sides 
last month, Portuguese govern- 
ment mediators said they were 
close to a ceasefire. The talks 
are expected to resume in Jan- 
uary. 

Mr Dos Santos criticised the 
centrally planned economic 
system followed by the MPLA 
since Angola's Independence 
from Portugal in 1975. 


New Philippine taxes likely in moye to cut deficit 


By Greg Hutchinson in Manila 

THE PHILIPPINE government and 
legislature yesterday moved closer to 
agreement on new taxes aimed at low- 
ering the co cm try's ballooning public 
sector deficit 

Mr Jesus Estanislao, the finance sec- 
retary, and the International Monetary 
Fund are seeking a 30bn peso (£575m) 
increase in tax revenues next year. The 
proposals were endorsed yesterday by 


Senator Jovito Salonga, president of 
the Senate, boosting hopes that the 
country will eventually agree to a sta- 
bilisation programme drawn np In 
principle last week with the IMF. 

The IMF had sought a governnunt- 
Congress accord on a fiscal programme 
to reduce the public-sector deficit from 
5 per cent of grass domestic product 
now to per cent next year and 2JS 


per cent in 1992. Apart from new reve- 
nue measures, the IMF and the finance 
secretary want a 25bn peso cut in 
expenditures next year to L36bn pesos. 

Mr Estanislao said: "Behind these 
percentages are very powerful deci- 
sions to make”. Among them is setting 
domestic oil prices at “realistic” levels, 
w iiHu p a p w M Hn iwit pump price sub- 
sidy of 2JSbn pesos a month. 


Anntiwr measure is the imposition of 
5 per cent levy on all imports, or 7 per 
cent an imports other than oiL 
The House of Representatives, which 
alone can initiate taxation measures, 
has been warming slowly to new taxes. 
• Inflation in the Philippines ran at 
an annual 13-1 per cent in November, 
up from 12.0 per cent in October, the 
National Statistics Office said. 


Lawyers benefit from 
HK passport worries 


By John Elliott in Hong Kong 

HONG Kong solicitors are 
demanding fees of as much as 
HK$20,000 (£1,305) to advise 
managerial, professional and 
other people how to fill in 
application forms for UK pass- 
peats, which are to be issued 
next year on a personal points 
system to 43,200 heads of 
household. 

Nearly 40,000 forms have 
been issued since Saturday 
under the new British Nation- 
ality Selection Scheme. They 
are printed only to English and 
each i n cludes 30 detailed ques- 
tions, tacked up by nine advi- 
sory manuals of some 200 tight- 
ly-packed pages each. 

The scheme Is likely to cause 
serious tensions and Jealousies 
in Hong Kong when the pass- 
parts are issued because only 
225,000 men, women and chil- 
dren - and possibly far fewer 
- win eventually win, out of a 
papulation of nearly 6m. 

Government offi cials say the 
forms could be filled in within 
three hours without any pro- 


fessional advice. 

But solicitors say expert 
guidance is needed to maxim- 
ise the number of points that 
can be won to such a socially 
sensitive exercise. Some com- 
panies have hired London bar- 
risters and other immigration 
experts to give advice and vet 
applications. 

“We are dealing with highly 
paid managers and profes- 
sional people who do not have 
the time to pore through all 
tills documentation, but whose 
future lives, and those of their 
f a m ili e s, will depend on the 
result. So for than, to get the 
answers right and win suffi- 
cient points, HK3IO.OOO or 
HK$20,000 is a good invest- 
ment,” one lawyer said. 

The scheme is designed to 
stem Hong Kong's brain drain 
of more than 60,000 men, 
women and children a year 
who are leaving to seek foreign 
passports ahead of the colony's 
return to Chinese sovereignty 
in 1997. 


Terrorism shatters the tranquility of Assam’s tea gardens 

Planters fear that a separatist campaign could undermine the long-term viability of their industry, writes David Hoosego 


I N THE tea gardens of 
Upper Assam, one at the 
world's richest producing 
areas, planters are heaving a 
sigh of relief. The army opera- 
tion that began five days ago 
to flush out separatist guerril- 
las from their hide-outs in the 
dense teak forests has brought 
at least a temporary respite 
from the fear that has haunted 
the estates for most of this 
year. 

The planters, many of them 
working for British-owned 
companies, nonetheless remain 
deeply worried about the 
future. The separatist move- 
ment, the United Liberation 
Front of Assam (Ulfa), has, 
according to senior officials to 
the state, a hard-core of 400-600 
insurgents equipped with 
sophisticated weapons and 
trained in Burma. Most of 
them so far seem to have 
escaped the army's net 
The grievances that gave 
birth to Ulfa - high youth 
unemployment and resentment 
to Assam that the state's back- 
wardness is due to neglect by 
tiie central government - still 
remain. 

“The future is uncertain”, 
says one planter who sees 


events to Assam as part of the 
regional, caste and religious 
turmoil gripping other parts of 
India. "We can’t be sure the 
extremists will be wiped out If 
this problem cannot be solved, 
the industry will be hit very 
badly” 

Planters up to now have 
shied away from talking to the 
press for fear of terrorist repri- 
sals. Those I talked to spoke on 
condition they were not 
named. 

Mr DJD. Thakur, the gover- 
nor, who has taken over the 
administration since presi- 
dent's rule was Imposed last 
Wednesday, says his aim is to 
curb the violence, to capture 
and put on trial 200-300 extrem- 
ists and to hold elections "well 
before March”. 

Unlike Kashmir the Pun- 
jab - two other border states 
where India faces separatist 
insurgencies — he says that in 
Assam “nobody is really pre- 
pared for separation. This is 
the silver lining in the situa- 
tion". 

The tea estates that tan out 
from the Brahmaputra river — 
a mat of dark green partially 
sheltered from the sun by an 
umbrella of trees - are to the 



tea industry what Bordeaux is 
to wine. Upper Assam pro- 
duces the rich “liquor” that is 
tiie base of most blends and 
accounts for over half of 
India’s tea production. 

Until this year the planters 
(now all Indian) have lived a 
life of almost Edwardian tran- 
quility. Fart of the shock to 
them has been to see their 
world invaded by young revo- 
lutionaries touting automatic 
weapons and undermining 
their authority over workers 
who have been disciplined to 


Si 

accept their word without 
question. 

The turning point came to 
April when Mr Surendra Paul, 
a landing Calcutta industrialist 
whose family owns estates, 
was shot by Ulfa extremists 
near Ttnsukia to a calculated 
move to intimidate the compa- 
nies. After that, all the gardens 
faced escalating demands as 
Ulfa militants forced them to 
land vehicles or to appoint Ulfa 
nominated suppliers. 

In June many of the compa- 
nies were called by Ulfa to a 


meeting in Dibrugarh and 
ordered to pay a levy of Ini- 
tially Rs£L5 per kg of tea. Many 
of the British companies - 
including Unilever (which 
owns the Doom Doozna 
estates), the Assam Company 
(part of the Inchcape group), 
Warren’s and Stewart Holl - 
refused. 

But kidnappings and threats 
resulted in the departure of 
many managers and middle 
level staff. Planters say that 
law and order passed out of the 
hands of the state government 
and into those of Ulfa. Last 
month Unilever evacuated by 
air 45 of their staff and families 
from the Doom Dooms estates 
— without informing the 
Assam state government Their 
move was condemned by local 
officials as irresponsible. 

Ulfa grew out of the same 
student movement that 
brought to power the Assa- 
mese nationalist Asom Gana 
Paris bad (AGP) government 
that was dismissed last week. 
Many of its senior cadres are 
gra d uates of middle class back- 
ground. 

Influenced by Maoist ideol- 
ogy, it has developed a power- 
fill military organisation and 


deep roots to the villages. R 
used cart at the funds it col- 
lected (estimated at Rsl-4bn 
£28.5m-£114m) from the tea 
industry and business to buy 
weapons in Burma, where it 
tinted up with other Indian 
and non-Indian revolutionary 
groups, innl tiding tha Tamil 
lnCTrflfrntfl nf Sri f.anlrfl 

In building support in the 
villages, Ulfa campaigned to 
eradicate perceived evils like 
corruption, drugs and locally 
brewed liquor, and to promote 
welfare and development pro- 
grammes. 

Because of its links with the 
AGP, It had the implicit sup- 
port of several ministers in the 
AGP government. The AGP to 
turn need Ulfa to intimidate 
other political opponents In 

antici pation of s tate assemb ly 

elections being held this month 
or next. 

Mr D.D. Thakur, the gover- 
nor, faces an enormous task In 
eradicating the terrorist move- 
ment and res to ring demo c ratic 
government. 

The AGP - still the 
party in the state - Is mot 
public opinion against 
central government and 
army intervention. 


Most people are unwilling to 
provide information against 
Ulfa. “If the governor came 
here, I would not open my 
mouth. No way”, said one 
Planter. The widespread opin- 
ion Is that Ulfa will survive the 
army on s l a u ght and take repri- 


Within the tea industry 
uncertainty about the future is 
mixed with introspection. 
Some planters think the 
estates s hou ld have been more 
involved in local development, 
especially as the Industry has 
taen making record profits 
stace 1986 - though it Is also 
highly taxed. 

Some planters also believe 
that companies should have 
consulted and co-ordinated 
more in the face of terrorist 
violence. 

Most of the short-term dam- 
age tothe estates in toms of 
uegte c t ed maintenance can be 
made good. But planters 
believe their authority over 
their workforces has been 
CTDded by the Ulfa militants, 
Ttey also fear that if violence 
co nti nue s more managers will 
quit - leaving a vacuum in a 
labour intensive industry that 
requires close supervision. 


Elders IXL 

director 

arrested 

MR GEOFF LORD, a director 
of Elders IXL, one of Austra- 
lia’s biggest companies, was 
anrested yesterday on 37 
charges involving Rothwells, a 
faded merchant bank, Reuter 
reports from Perth. 

Mr Lord, chief e xecuti ve of 
Elders Resources NZFP until 
August when the parent toew- 
ing company sold It off, was 
remanded on bail until Febru- 
ary 13. He Is charged with 
criminal offences relating to 
Elders Resources’ purchase of 
about A$20m (£8m) worth of 
shares to Paragon Resources, a 
gold mining company. 

Congo PM quits 

Congolese prime minister, Mr 
Alphonse Poaty-Souchalaty, 
has resigned before the start at 
a congress of the ruling Labour 
party, Reuter reports from 
Brazzaville. 

The national news agency 
attributed it to "significant dif- 
ferences about how to solve 
the country’s political crisis”. 
A multi-party system Is due to 
be Inaugurated in January. 

Shrine agreement 

Hindu and Moslem groups yes- 
terday agreed to exchange evi- 
dence In support of their 
respective r.iatms to a disputed 
shrine at Ayodhya. north-east 
India, extending efforts to set- 
tle the issue amicably, writes 
ELK. Shanna In New Delhi. 

However, Hindu militant s 
will tomorrow attempt again to 
build a temple at the site* 
where they claim the god Sam 
was bom. 

Kenyan reform plan 

Kenya’s ruling party yesterday 
approved modest reforms 
aimed at defusing opposition, 
but said It would keep the one- 
party system, Renter report* 
from NalrobL 

The Kenya African Nation*} 
Union (Kanu) endorsed 
changes to an unpopular elec- 
tion system and ended expul- 
sions of critics from the party. 

SA blacks killed 

South African police found 
seven more Hw?in» hacked sod 
beaten to death yesterday, con- 
tinuing South Africa's latest 
spasm of township warfM* 
that has claimed over 80 w 
Urns in three days, Reuter 
reports from Johannesburg, 
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Nissan announces die Primera. 


That’s why the Primera body is made 


A car that, before being introduced, of double-coated DurasteeL 


has spent the past several years as the centre 


The use of top quality, durable 


of attention of design departments, compu- materials is however not at all limited to the 


ters and experts, across Europe* 

A car thatwas in fact built for only 
one* much more critical, expert. 


vVARr’A_NTY j r 


bodywork. 

The finishing of interior and dash- 


wieftieani board are other good examples that. 



You are that expert (you could say the 
Primera was built to be compared). 

Let* s start with the exterior and see for 
example how the primera is built 


Therefore, it can be no surprise, then, 
that we give no less than 3 years bumper-to- 
bumper warranty on the Primera, together 
with the built-in, pan* European 24-hours 


As you realise asyou take a dose lookar 
how its interior was designed. 

And as soon as you match the per- 
formance of its 16 valves in every Primera 
gasoline engine with your own. 

And your comparison is not only true 
for die four door sedan but also for the five 
door hatchback and station wagon. 

There now seems to be only one ques- 
tion left: unanswered: when would you like to 
compare the Primera? 


As you look at the Primera you are service. 


seeing an. almost seamfree ’super Hush* 
designed body. 


Yet the Primera offers you even more 
than we have room for here. Its comfort, its 



This has been made to look great, of styling, its quality- all are designed to stand up 


course, but also to stay looking great. 


to your scrutiny. 


Nissan Primera. 

The new performance car for 
a country called Europe. 


THIS MODELIS A NISSAN PRIMERA S LX. ALL SPECIFICATIONS MENTIONED ARE BASED ON THE MODEL SHOWN AND SUBJECT TO POSSIBLE 


CHANCES. 
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Nicaragua renews drive 
to unblock credit pipeline 

Tim Coone on a plan to resuscitate the economy 


A GROUP of sombre Nic- 
araguan ministers is in 
Paris this week to seek 
up to 2350m in new foreign aid 
pledges to resuscitate the coun- 
try’s moribund economy. 

The “donor’s conference” 
they are hosting is the second 
multilateral aid meeting organ- 
ised this year. The last, held in 
Rome in June, was only moder- 
ately successful. 

The “guests" are ministers 
and financial specialists from a 
number of OECD and Comecon 
countries which have been 
principal donors to Nicaragua. 

AH have told Managua that 
money is tight and that Nicara- 
gua must settle its internal 
conflicts if it expects further 

It is a political “Catch 22” for 
Mr Antonio Lacayo, bead of 
President Vloleta Barrios de 
Chamorro's cabinet and the 
host at the Paris meeting. His 
dilemma is that without aid he 
cannot hope to resolve political 


conflicts at home and get the 
economy moving, while with- 
out a resolution he cannot 
hope for more assistance. 

A $10bn foreign debt equiva- 
lent to between 30 and 40 times 
annual exports, an annual 
trade deficit trf about 2500m. 
hyperinflation and a stubborn 
fiscal deficit have made Nicara- 
gua's economic problems some 
of the most intractable on the 
continent. 

Mr Lacayo’s follow ministers 
are all squabbling over the 
share-out of the 1991 budget. 
Every ministry is in a financial 
crisis. The ending of the war 
with the Contras has added 
almost 100,000 demohniaeri for- 
mer rebels and soldiers to a 
clogged labour market within 
six months. 

As many as 70,000 returning 
refugees are placing further 
strain on the labour market 
and overstretched social ser- 
vices a™! housing. 

Crime and trade in contra- 


band Is soaring, political 
tensions are running high. 

The wealthier returning 
exiles have initiated legal bat- 
tles in under-staffed courts to 
regain tttle to land expropri- 
ated muter the Sandhdsta gov- 
ernment Many have resorted 
to gangster tactics to evict the 
new title holders. Peasants and 
form and factory workers have 

fought fawlr with gfmilar t&C- 

tics. 

When elected to office last 
February, the UNO govern- 
ment. an affiant of 14 cento 
and right-wing parties, was 
expected to produce an eco- 
nomic tamround linked to the 
re s to ra t i on off US trade and aid 
ties. 

US economic aid since May, 
when President Chamorro took 
office, amounts to SfflOm. Of 
this, less than 2100m has so far 
been disbursed; a further pack- 
age of $200m Cm- 1991 has been 
approved but not finalised. 

Western diplomats say fru> 


Nicaragua 
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ther trade and aid packages 
from the US are conditioiial on 
Nicaragua dropping its S12bn 
war reparations lawsuit 
against the US at the Interna- 
tional Court of Justice. The 
(imp was faMateH by the San- 
dinista government but the 
new government is afraid to 
drop it, fearful of adverse 
^ n < wij r reaction. 

Meanwhile aid and credit 
packages worth almost 2500m 
annually from the Soviet 
Union and Comecon expire tt»te 
month and will not be renewed 
following upheavals in east 
Europe. 

With the two superpowers 
stepping back to sidelines, 
Mr Lacayo has to convince 
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other OECD nations to fill the 
gap. w™ strategy is: 

• For any pledge made in 

Paris, up to thp US has 

offered to organise an equiva- 
lent bridging loan to make 
funds immediately available. 
This will be used to settle out- 
standing debts with the World 
Bank thi» in te r-A m^ri” 1 ^ 
Development Bank (IADB), 
which will then open newcred- 
its and trigger a new standby 
facility with the IMF in 1991. 

• Renegotiation of $L8bn in 
commercial bank debt would 
follow. 

By unblocking the credit 
pipeline, the government hopes 
to revitalise the private sector, 
boost exports and sharply 
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reduce dependence on aid. 

But COSEP, the umbrella 
organisation repr esenting Mg 
business, has refused to sign a 
tripartite economic pact with 
the government and opposition 
iminrm, arguing that afi expro- 
priated properties must first be 
returned to their forma: own- 


ers. 

unions 

are adamant they should not. 
Meanwhile ex-Contras, ex-sol- 
diers and foe unemployed are 

demanding T pnd. 

Tough problem would 
remain. But while Mr Lacayo 
cannot hope to satisfy aS hia 
critics, he could contain them 
with positive results from the 
Pads meeting. 


Intelsat says it will not invoke treaty to halt competition 


By Charles Leadbeater 

INTELSAT, the international 
organisation which dominates 
satellite telecommunication 
services, will not attempt to 
prevent competitors entering 
the international satellite mar , 
ket, a senior executive said 
yesterday. Mr David Tudge, 
Intelsat’s deputy director-gen- 
eral, told a London conference 
that the organisation would 
not invoke a controversial 
clause in the inter-governmen- 
tal treaty which set up Intelsat 
In the 1960s. 

The clause gives the organi- 
sation the power to bar com- 
petitors from entering the mar- 
ket Intelsat brings together 
the leading telecommunica- 
tions companies in the 
advanced world. Since its 
inception, the organisation has 
dominated the international 
market for telecommunica- 
tions-usmg satellites. 

The controversial clause 14d 
has been seen as one of the 
main obstacles to the liberalis- 
ation and ex pansi on of interna- 
tional telephone services. 

The change in Intelsat's posi- 
tion disclosed by Mr Tudge at a 
Financial Times conference on 


world telecommunications, 
could open the way for 
increased competition in inter- 
national satellite services. 

The structure of the interna- 
tional telecommunications 
market has come under 
increasing scrutiny after an 
investigation earlier this year 
by the Financial Times, which 
found that telephone users 
were being charged more than 
$10bn a year more than was 
warranted by the costs of mak- 
ing international calls. 

Prof Henry Ergas, a telecom- 
munications expert at Monash 
University, in Australia, said 
telephone companies were 
dividing into two groups in 
their policies towards interna- 
tional services. The first “low 
price” group, led by AT 8/T in 
the US, OTC, in Australia, 
Swedish Telecom «nii KDD, In 
Japan, had cut international 
call charges to stimulate 
demand, achieve HwmmiM of 
scale and reduce unit costs. 

The second “high price" 
group was far larger and aimed 
to extract high short-term 
earnings from international 
calls to subsidise other semces 



CONFERENCE 


WORLD TELE- 
COMMUNICATIONS 

and internal inefficiency. 

Not only are customers of 
these “ high price” companies 
paying ht ghw «n charges but, 
in addition, foreign telephone 
companies are paying large 
suns to arrange the connec- 
tion and completion of calls 
made by their subscribers. 

Mr Ergas said: “The com- 
bined effect is to provide the 
high price carriers with an 
extraordinary stream of rash: 
with foreign carriers earning 
profits of some $7IU)00 an hour, 
94 hours a day, 866 days of the 
year, an the traffic stream to 
and from Australia alone. - 

He so ld int e rna tinwal prices 


and the Imbalances between 
low price and high price carri- 
ers could only be reduced by a 
combination of increased com- 
petition and tougher regula- 
tions. 

Mr Bradley p Holmes, direc- 
tor of international communi- 
cations and inlnrmatinn policy 
at the US State Department, 
gave hia blessing to revised 
rules on international tele- 
phone tariffs d rawn np 
recently by the CCITT, the 
international organisation of 

tolpphroio lYMipaalas 

He | g»id that when “market 
place realities, combined with 
technological advances, are 
allowed to inter-act without 
artificial restraints pices will 
drive down towards costs." 

Mr Greg Staples, d ir ect or of 
the International Institute of 
rvmwmiifliHnnfi, told the con- 
ference that a worldwide 
reduction in international tele- 
phone charges would rally be 
possible if the special position 
of developing countries was 
taken into acco unt. 

Mr Staples said that many of 
these countries relied on high 
incomes from international 


services to maintain and 
develop their domestic net- 
works. He said that if their 

Tnmrw from Internatio nal caUs 

was to be reduced, the govern- 
ments and telflwunnumlmt Hins 

companies of the advanced 
states should organise an aid 
package to promote telecom- 
munications investment in the 
developing world. 

Mr Oscar Mamwii, chairman 
of the European Community’s 
council for telecommunica- 
tions, said a recent EC study 
had found that eastern Euro- 
pean countries needed invest- 
ments of EculOObn ($135bn) to 
triple the penetration of tele- 
phone Hngw by the year 2000. 

Mr William Ferguson, chair- 
man of Nynex, the US regional 
telephone company, said US 
groups would became increas- 
ingly active in overseas mar- 
kets as they opened up while 
Mr William Spencer, vice-presi- 
dent of Motorola, the electron- 
ics group, predicted that use of 
wire-less communications 
would rise from about 100m 
users wor ld wide this year to 
more than 500m by the year 
2000. 


Bush seeks 
partnership 
of Americas 

US President George Bush, 
arriving in Uruguay yesterday, 
eaite d for a “permanent part- 
nership «"""g all ""Hu™ of 
the Americas”, AP reports 
from Montevideo. 

After an airport welcoming 
ceremony, Mr Bush, the first 
US president to visit Uruguay 
«hww Mr Lyndon Johnson in 
1967, proceeded to talks with 
President Luis Alberto Lacallb. 

“I look forward to talking 
with the president about the 
M i ni ng flrtn ra that 1*»« ahuMd- 
We in the Americas are an the 
brink of something unprece- 
dented in world history - the 
first wholly dem ocr a tic hemi- 
sphere," Mr Bosh said. "And 
in anticipation of Hut, we 
need to create together a per- 
manent partnership among all 
the ration* of tile Americas,” 
he said. 

Mr Bush was u nd er s coring 
file primary focus of Ids trip, 
his proposal for free trade 
throughout the hemisphere, to 
which the Uruguayan left 
wing is opposed. 1 


Chile’s central bank 


forecasts steep 
fall in trade surplus 


By Leslie Crawf or d in Santiago 


CHILE'S central bank forecasts 
that export earnings will fau 
by 2 per cent next year, a™ 
the trade surplus will shrink 
from $l.4im to 2550m <£284m) 
following an expected slow- 
down in the world economy 
and lower prices for copper, 
the main export . . 

The bank's repot, presented 
to the Chilean parliament, pre- 
dicts the country's terms of 
trade will also suffer from a 


next year. 

The in copper earn- 

ings will occur despite a 7.5 per 
rapt increase in production fol- 
lowing the start-up of large pri- 
vate sector projects, such as 
the Jlbn La Escondida mine in 
the northern Atacama desert 
Fruit fishmeal and forestry 
exports are expected to con- 
tinue their strong growth. 

The central bank based its 
projections on a copper price of 
93 cents per pound for 1991. 
whereas tire metal has fetched 
an average of 121.6 emits so for 
this year. 

In all, Chilean exports are 
expected to decline from a 
record $8.5bn this year to 
about 28J3bn in 1991, while 
imports will rise 8 per cent to 
about $7.78bn. 

Foreign investment will con- 
tinue to pour in — SLSbn next 
year - which will partly com- 


pensate for an increase in 
profit remittances and d&fif ser- 
vicing, expected to total 22^bn. 

There will be a small deficit 
in next year’s overall b alance 
of payments, but Chile's 
healthy foreign reserves of 
more than 25bn, in addition to 
the planned placement of 
2200m of central bank Euro- 
bonds next March, will cover 
the shortfall. 

The central bank be&eves 
the country will resume Us 
strong growth trajectory in 
1991 after a year sacrificed to 
the fight against inflation. It 
expects gross domestic product 
to grow by 4 to S per cent in 
real terms next year. . 

The anti-inflation battle has 
suffered a temporary setback 
due to tho steep rise in oil 
prices. Chile imports almost a& 
its oil. 

However, the bank believes 
inflation peaked in October, 
when the annual rate reached 
30.4 per cent It expects 1991 to 
end with an annual inflation 
rate of 20 per cent 

To help the central bank's 
austerity drive, Mr Alejandro 
Foxley. finance minister, 
agreed to cut the original 1991 
government spending budget 
by 5 per cent across the board 
(excluding social projects and 
police). He said this would 
allow public sector savings oC 
about 6 per cent of GDP. 


Consumer body protests 
over hormone use In cows 

By Alan Friedman In New York 


THE co n trov er sy over genetic 
development of bovine growth 
hormones heightened yester- 
day as file Consumers Union, 
an influential US lobby group, 
urged file government to stop 
the sale of milk from cows 
injected with the hormone. 

The sale of such milk is lim- 
ited. However, the consumer 
group's objections could repre- 
sent a setback for the US 
riaemicals industry. 

Monsanto, Eli Lfily, Upjohn, 
American Cyanamid and oth- 
ers have together spent hun- 
dreds of mflito nB of dollars try- 
ing to perfect a genetically 
engineered hormone tor cows, 


to boost milk ootent. The com- 
panies maintain that medl OSl 
tests show use of the hormone 
is ssfc 

But the consumer lobby’s 
concerns were strengthened by 
a separate protest from the 
Foundation on Economic 
Trends, a private think-tank. 
The foundation filed a lawsuit 
in Washington accusing the US 
Department of Agriculture of 
gross violations of federal law 
governing the promotion of 
new products aim of enUmiing 
with the chemicals industry to 
influence a Food and Drug 
Admin istration review of the 
growth hormones. 
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The New MD-11 

Mates Two Types Of People Significantly More Comfortable. 
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You’ll find the cabin of the new MD-11 
wider, to allow more room for seating and 
aisles. And higher, for more headroom. 
Together, they create a new feeling of 
spaciousness. Plus windows are larger, for 
more light. Cabin airflow is maximized. And 
noise levels are minimized. 

Everywhere you look, you’ll find com- 
fort touches— bom increased overhead 


storage for canyons, to improved lighting. 
VSfe even gave trie MD-11 the capability to 
have a TV monitor at every seat. 

The MD-11 has the most advanced 
flight deck in commercial aviation. With 
flight management systems that offer maxi- 
mum performance and ease of operation for 
the axkpit crew Tb reduce the pilot work 
load even further; the automated flight con- 


trol system utilizes the latest digital aviation 
electronics, displayed on video monitors. 

“Winglets” at each wingtip, developed 
in cooperation with NASA, reduce drag and 
increase performance and fuel efficiency. The 
result: The MD-11 is an extremely long-range 
airliner that can overfly todays congested hubs. 
Including long, over-water flights where its 
third engine adds an extra degree of comfort 


_ TfteNewMD-ll. 
Ccrnfost On A Hgfer Plane. 
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EC commits itself 
to liberalising 
trade in services 


IMF intervenes in farm row Developing world feels 
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By WilDam Duflforco In Brussels 

THE European Community has 
committed itself to liberalised 
trade in a wide range ofser- 
Jlces, in a move calcnlated to 
help break a crucial stalemate 
at the Gatt ministerial confer- 
ence here. 

The offer, formally tabled on 
Monday, was “pr eliminary and 
conditional*, an EC spokesman ' 
said, in response to a US com- 
plaint that other countries had 
not made the initial commit- 
ments to liberalisation which Mea 
Mrs Cari a mils, US trade rep- bees 
resentative, needs to persuade iag 
the US- C on g r ess to a pprove, an the 
international agreement. U 

The 12 member states would the 
open their markets completely apea 
to foreign services in many con 
sectors and partially in others, vats 

There will be no limitations on com 
market access, and treatment wor 
equivalent to that accorded to thm 
domestic providers would be turn 
available in most business atxn 
professional services. tion 

Partial liberalisation is to p 
offered in tri«T mrnnm-i1t-flrtnrrc i, othe 
financial services and trans- In 
port In the atufio-visual sector, EC 
where it has frnpnapd contro- tion 
vendal limits cm fee use of tot- fron 
eign video and telerfsicst pro- com 
grammes to the anger of the and 
US movie industry. Brussels' vice 
offers only to consider liberal- envi 
Mng non-ctittural items. - sate 

However, the EC continues But 
to insist that the right to non- netv 
discriminatory treatment afl»w » Aj. 
Gait’s most-favoured-nation imaf 
(MFN) rale must be finhiy of iJ 
embedded in any general trad 
agreement on trade mid ser- ted i 
vices. Under MFN a trade bene- furtl 
fit granted to one country must whii 
automatically be extended to deve 
all others. • B 

Washington's refosal to have if&c 
fbe.MFN principle written into dutk 
the framework of the agree- by a 
meat brought four years of on i 
negotiations on liberalising the per ( 
$680bn (£347bn) trade in ser- Tt 
vice* .to deadlock in . Geneva men 

latf.nihhth. rirw-o 

After the deadlock over agri- iff c 
culture, the impasse in ser- trad 
vices is regarded as the most « 
likely to faring about the ad- Pr 
lapse of Gatfs Uruguay Sound coco 
at thift week’s cfmfiintHng meet- space 
ing. Mr Jaime Sena Puche, oils. 


GATT 




Mexico's trade minister, has 
been, put In charge of a work- 
ing group seeking to resolve 
the services imbroglio. 

US determination to hinge 
the gr anting of MFN on the 
opening of markets by other 
countries was largely moti- 
vated by ATAT and other US 
companies providing basic net- 
works. Their argument was 
that under a non-discrimina- 
tion rule the US would be oper- 
ating a open telecomm unica- 
tions market without any lever 
to prise open the markets of 
other nations. 

In telecommunications the 
EC is offering tell liberalisa- 
tion of Value Added Services 
from 1992 and says it would 
consider opening up packet 
and drcnitrfiwitehed dafar ser- 
vices from 1996. it would also 
envisage freeing other' types of 
satellite and mobile services. 
But the offer is silent on basic 
networks. 

Acting to assuage the bad 
image It has acquired 
of its stance on world farm 
trade, the EC has »i yn submit- 
ted an offer to open its market 
further to the tropical products 
which are of importance to. 
developing c o untrie s. 

B proposes to eliminate tar- 
iffs on raw materials, to reduce 
duties on semi-processed goods 
by 35 per cent mid to cut duties 
on processed products by 50 
per cent. ■ • 

The offer, which comple- 
ments the reductions Intro-, 
dosed last year, covers 220 tar- 
iff categories and an annual 
trade volume of Ecu4bn 
(£2I$2tm). 

Products include coffee,, 
cocoa, tea, tropical fruits, 
spices, cut flowers, essential 
oils, rubber and wood articles. 


Korea’s high-speed 


H. gg train race begins 

.'4*. ■" : ! ■ ' By John Ridding In Seoul . 
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By John Ridding In Seoul . 

IT TAKES Mr Kim almost six 
hours to drive his. Hyundai 
from Seoul to the south west- 
ern port of Pusan. If the traffic 
is bad, as it increasingly is, the 
400km trip can take even lon- 
ger. 

The difficult journey 
between South Korea's two 
largest cities Is symptomatic cf 
the country’s groaning trans- 
port infrastructure. Road and 
rail links have lagged' behind.- 
the rapid increase in transport 
demand which has been fuelled; 
by the country's remarkable 
economic growth. * 

But Mr Kim’s misery, com-' 
bined with the Korean govemr. 
meat's appetite ter frigh tech- 
nology, spells opportunity for 
the world's manufacturers of 
high-speed trains. ‘ 

Over the next few weeks, the 
Korean government wffl issue 
requests for proposals to hufld 
a high-speed railway, from 
Seoul to Pusan. For the consor- 
tia representing the French 
Train a Grand VItesse (TGV). 
the Japanese Shinkansen and 
the Ger man Inter-Gity Express 
(ICE), the race to prepare their 
hitfa is about to begin. 

At stake are contracts for 
engineering and rolling stock 
worth between 10 and 20 per 
cent of the project's total cost 
of won 5A5 trillion (BUERnfi. 
The winner of this neck-and- 
neck contest between the three 
heavyweights of the highspeed 
t rain world will also gain an 
advantage in an expanding 
intam«W * mril inihistr y. 

“Worldwide, public transpor- 
tation is becoming more and 
more important. After a sleepy 
period there is a renaissance in 
rollmg stock,” says Mr Rainer 
Halil, president of the South 
Korean operation of Si eme ns, 
the German consortium leader. 

For the moment, however, 
the efforts of the rival consor- 
tia. axe focused on Korea, and 
the 410 mountainous kilo- 
metres which separate Seoul 
from Pusan. They wffl'.have 
three months to prepare their 
offers, although the lobbying is 
already underway. 

The Japanese, who are con- 
sidered joint favourites along 
with the French, are playing a 
low-profile game. Like the 

French, they have appointed a 
full- time embassy official to 
look after the project. ■ 
The Germans, by contrast, 
axe leaving the contest to the 
private sector. But like the 
. fr ench and the Japanese, this 
include* 1 some of the most pow- 
erful members of the nation's 
industry. As a result, the likes 
of Siemens and AEG will be 
competing against Mitsubishi 
jtTwl Marubeni and GEG-At- 
sthom andSogea. 

The winner will have to sat- 
isfy a host of technical criteria. 

Their trains must be able to 





meet the demand of an esti- 
mated 180,000 passengers per 
day in . the, first year of opera- 
tion and travel at average 
speeds cf more than 240km per 
hoar. They must provide assis- 
tance in financing the. project 
and sup ply t echnology to Kor- 
ean IlMITHf fry- 

Wtth a project of this Size, 
political and broader economic 
factors wffl also play a part in 
the decision. Hencev Japan's 
large and growing trade sur- 
plus, with Korea, may represent 
a disadvantage -ter the Shfrjt- 
Jcansan. At the same time,, a 
desire- to improve trade rela- 
tions with the EC may benefit 
the TGV and ICE. • 

The honours are . divided 
over performance.' .The TGV 
and the ICE are the more tech- 
nologically advanced-systems 
and can travel at 300km. per 
hour, compared with the 
210km per hour maximum 
speed of the Shinkansen. At 
fee same time, the Shinkansen 
has greater capacity and is 

arguably better suited to South 
Korea’3 topography. 

At least as Important as the 
technology ttsaU, is the degree 

to which the foreign consortia ! 

are wining to transfer it to 
Korean manufacturers. 

The extent and terms of 
technology tran s fer are likely 
to be the most complex part of 
the contract award.' ’ 

Engineers from the TGV, 
ICE «nd Shinkansen consortia 
have already discussed areas of 
collaboration - with . potential 
Korean partners such as Hyun- 
dai Precision and- Daewoo 
Heavy Industries. But there is, 
as yet, no Korean consortium 
with which the transfer of 
technology can be co-ordi- 
nated. 

Given fee speed of Korea’s 
industrial development, by 
1908 when the new trains are . 
scheduled to start hurtling 
southwards down the tracks 
from Seoul to Pusan, this could 
mean that Koreans themselves 
will be bidding for the next 
generation of high-speed tram 
contracts. 


By Pater Ifontagnon and Wmfam DulKorca 

THE ABOLITION of farm 
supports would increase by 
$50bn (£26bn) the foreign 
e xch an ge earnings of net farm 
exporting nations of the devel- 
oping world, Mr Michel Cam- 
dessus, managing director of 
the International Monetary 
Fund, said. 

Even if such a *»h«wp» ran 

only be gradual, figures of this 
size call unequivocally for reso- 
lute action, he said in a speech 
prepared for delivery yesteriay 
tO the Gfltt CAOginn 

Mr Camdessus str es se d the 
importance of the Uruguay 
Round of multilateral trade 
negotiations to the world econ- 
omy, both in g p tttftmmg confi- 
dence in the industrial .world 

at a time of slowdown, and in , 

supporting the economic t-anmessus; sev 
adjustment efforts being made BThe rfiminati 
by developing countries and non-tariff trac 
the em ergin g democracies of industrial coi 
eastern Europe. raise fee gr o wt 

Dismantling trade barriers oping coon trie 
would increase both growth percentage pc 
and employment, he said, benefits eqtdvaJ 
Without it the- adjustment aid they receive 
efforts of developing countries wA five percei 
might fail. in duties applte 

Listing the potential benefits countries to i 
to developing countries, he imports fron 
said: . n«twi-Q would r 

■ A one percentage point of net debtor c 
increase in the growth rate of percent 
the industrial world would lead Trade is muc 

to an average annual L75 point tant than aid 
increase in the exports of countries in dlfl 
indebted developing and east whom are no' 
European countries. This st r uctural ad] 
would raise their revenues by grammes. 

$48bn over five years. The industris 


cheated on textile deal 




P***aon&>tmT*rT*MMc 

Camdessus: severely criticised the 'calmer of protectionism* 

■The elimination of tariff and be “committing a grave error” 
non-tariff trade barriers by if it abandonned them in mid- 
industrial countries would stream, be said. It would be 


raise the growth rate of devel- 
oping countries by nearly 3 
percentage points, yielding 
benefits equivalent to twice the 
aid they receive. 

■ A fire percentage point cut 
in duties applied by industrial 
countries to manufacturing 
imports from developing 
nations would raise the exports 
of net debtor countries by 4.6 
per cent 

Trade is much more impor- 
tant than aid for developing 

■ countries in diffi culty, many of 
whom are now engaged in 
structural adjustment pro- 
grammes. 

The industrial world would 


be “committing a grave error” 
if it abandonned them in mid- 
stream, be said. It would be 
failing in its duty towards tvx» 
emerging market economies of 
eastern Europe if, after all fee 
risks that they hare taken, it 
welcomed them into a s y ste m 
which Is riddled with the can- 
cer of protectionism. 

“Wc are able to support their 
efforts with appropriate financ- 
ing. We can do that and have 
to do that,” he said. 

But he said that the world’s 
developed countries must first 
ratify an agreed 50 per cent 
increase in their flwinri«i obli- 
gations to the IMF. The 
increases would bring the 
amount of capital underwritten 
to $60bn up to March 1933. 


By William DuIHorcn 

SOME DEVELOPING countries 
feel they have been hood- 
winked ter the European Com- 
munity and other industria- 
lised nations in the draft 
agreement libe ralising the 
SL83fan-ft-year trade in textiles 
and clothing presented to 
world trade ministers. 

The proposed deal amounted 
to merely an illusion of liberal- 
isation, Mr Malik Naeem Khan, 
Pakistan's commerce minister, 
said. 

The agreement’s aim is to 
dismantle the Multi-Fibre 
Arrangement (MFA), which 
has subjected imports of tex- 
tiles and dotting to bilaterally 
negotiated quotas for nearly 30 
years, and to bring the trade 
under the rules of Gatt. 

Initially 10 per cent of the 
total volume of the trade 
would be integrated into Gatt 
Then, at each of three stages 
through a transitional period, 
given percentages by volume 
would be integrated. Percent- 
ages of 15 per cent far the first 
stage and 20 per cent for the 
second have been suggested, 
leaving the remaining 55 per 
cent to be integrated at the end 
of the period. 

Proposals for the length of 
the transitional period vary 
from 6% years to 15 years. A 
compromise on 10 or II years 
is expected. 

The problem concerns the 
prod uc t s to be covered ter the 


agreement which are listed in 
an annex. The list includes 
products which have never 
been restricted under the MFA 
but which importing countries 
could count in the perccntual 
de-restrictions they would hare 
to introduce at each stage. 

Pakistan rlalmn thpt the EC 
would be able to “liberalise" 

imports of large- volume prod- 
ucts. to which it already allows 
free entry. 

These products include 
annual Imports of 398,000 
tonnes of man-made staple . 
fibres, 60,000 tonnes of jute 
products and over 40,000 
tonnes of carpets. 

The products are mostly 
exported by the poorer devel- 
oping countries. Pakistani offi- 
cials calculate that, if these 
heavy-volume products are 
included in the list from which 
the EC can make its staged 
reductions in import barriers, 
Pakistan would receive little 
benefit before the end of the 
transitional period. 

“We will not accept an agree- 
ment based on such an illu- 
sion,” Mr Naeem Khan said. 
Textiles and clothing, together 
with agriculture, services and 
Intellectual property rights, is 
among the four core issues for 
which trade ministers have to 
find solutions. 

Trade officials had thought 
that textile products would be 
the easiest to solve. 


Concern at 
$10bn phone 
overcharging 

By William Dawkins 
in Paris 

LEADING industrialised 
countries are studying how to 
reform restrictive practices 
that lead to the world’s trie- 

phone users being overcharged 

more than fiobn (£3-2bn) a 
year cm international calls. 

Members of the Organisa- 
tion for Economic Co-opera- 
tion and Development (OECD) 
have asked the Paris body's 
experts to examine alterna- 
tives to the present way in 
which telephone companies 
share revenues on interna- 
tional c all s. 

Tills obscure accounting sys- 
tem penalises phone compa- 
nies that ent International 
charges. 

The study was commis- 
sioned by the most recent in a 
regular series of meetings of 
senior national telecommuni- 
cations officials, which for the 
first time accepted the need to 
re-examine the accounting 
rate system. The OECD study, 
for discussion at another ses- 
sion next May. would guide 
Industrialised countries as 
they decide their own policies. 

But it means the OECD has 
thrown its weight behind the 
International telephone com- 
panies' club, the Internationa! 
Telegraph ami Telephone Con- 
sultative Committee (CCZTT) 
which is drawing np wider 
ideas for more liberal markets. 


IT'S TRUE. 




STILL 


AR PLAT CAPS 
CASTLE. 


As regional capital of the North of 
England, Newcastle is home to three of 
the largest and most highly respected 
seats of learning in the country 

Altogether, Newcastle University 
Polytechnic and College ran over 1.200 full 
and part-time courses, with a reputation ■ 
for excellence in subjects like Computing, 

Engineering and Design. 

They have a student population of 
40,000, and every year over 11,000 leave 
them to look for wort 

For Newcastle's graduates, bowevec 
that's not a problem. It's quite tikety they'll 
already have jobs by the time they leave. 

For years, these three educational 
establishments have been waiting closely 
with industry training people for jobs in 
specific areas, especially those with acute 
sfcffl shortages. 

The University and the Polytechnic, 
for example, are part of an organisation 
called HESIN (Higher Education Support for 
Industry In the North), which offers support 
to industry In Nigh Technology areas. 

This has helped make the region a 
world leader bi fields such as industrial biotechnology 
Another Initiative taken by Newcastle College, 
Is to tackle the national shortage of engineers, tt is 
supported In this by a number of major companies 








hi the region like Nissan, Vickers aid the HB Group. 

Given these opportunities, ft's Hardly surprising 
new companies are moving to Newcastle. Companies 
like British Airways, Dunlop. Fuicfus and AA Insurance 


Services have all established themselves 
here to the last few years. 

But they're not just finding highly 
skilled workers in Newcastle. They're find- 
ing ft easy to get here as welL 

By road we're on the intersection 
of the A1 and the A69. By raft we're bang 
hi the middle of the east coast line, two 
hours from Edinburgh and less than three 
from London. By air we're only one hoar 
away from London and within easy reach 
of every European capital from Newcastle 
International Airport While in the efty 
itself there's the Tyne and Wear Metro, 
the best Rapid Transit System in Europe, 
Baking everything together: 

In addition, we also have plenty of 
available office space, low house prices 
and some of the best cultural amenities 
anywhere in the country 

So if you're thinking about moving 
your company to a new area, think about 
moving it to Newcastle. 

We've got everything a business 
could need. And to cap It all we're the one 
place you can get the staff these days, 
ff you'd like more information, please telephone 
Phft Payne on 091-261 7392, or you can write to him 
at The Economic Development Unit Newcastle City 
Council Civic Centre, Newcastle upon Tyne NE1 8QN. 
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Labour seeks 
conditions on 
tax breaks 

By Stephen FIdtar 

THE oppos i tion Labour Party 
yesterday urged that tax con- 
cessuns on Britisli banks’ bad 
third world loans should only 
be granted when banks pro- 
vide debt relief to the debtor 
country. 

The four largest clearing 
banka last year claimed £L5bn 
in tax relief against their bad 
loans to the third world, but 
are «mii daimhip back ftg fa ff 
amount of the diebt from 
debtor countries, accor di ng to 
Ms Ann Clwyd, the party's 
spokesman on overseas devel- 
opment and cooperation told 
the Commons. 

Mis Clwyd said Hie propos al 
would cost the taxpayer noth- 
ing or could even save taxpay- 
ers' money, but would provide 
significant help for debtors. 

In a debate following the 
formal introduction of new 
rules covering tax relief avail- 
able to hufcB. Mb Ann Clwyd 
also called for new procedures 
to adjudicate an debts Involv - 1 
hag allegations of corruption. 

The government’s stated 
intention in introducing new 
tax relief proposals on third 
world debt was to reduce the 
uncertainties of toe previous 
regime. The new rules will 
base tax relief largely on the 
Bank of England matrix, a 
yardstick used by the central 
bank to wort out the appropri- 
ate level of provisions. 


NEW PRIME MINISTER ADDRESSES PARTY 


Major shifts agenda to finance new 


Labour launches attack 
society over community charge 


ByPhJJlp Stephens, Political Editor 


INCOME tax cuts and anther 
reductions in public spending 
are expected to be pushed firm 
the top of the government’s 
agenda following a pledge yes- 
today by Mr John Major to 
create a "genuinely compas- 
sionate” society. 

In a speed! which distanced 
him from the more tmcompro- 
wriiriwg policies of his predeces- 
sor, Mr;i Margaret Thatcher, he 
hinted also that the govern- 
ment would to provide fur- 
ther Incentives to promote 
savings. 

His attempts to mark out the 
Conservatives as standard 
bearers of an open, classless. 


Britain were marred, however, 
by a continuing row over toe 
selection of a black candidate 
to contest Cheltenham for the 
Tories in the next election. 

The prime minister was 
obliged to disown publicly toe 
allegedly racist remarks of 
Conservative party acti v i sts in 

Cheltenham who «wntjnm»a to 

protest yesterday at the selec- 
tion of Mr John Taylor, a black 
barrister, as toe candidate. 

In his speech to Tory MPs, 
peers and officiaTa in London, 
the new prime minister sig- 
nalled that the defeat of infla- 
tion. would remain at cen- 
tre of the government's 


manifesto far the election doe 
tv mid-1992. 

But in a statement of his phi- 
losophy that combined praise 
for Mzs Thatcher with farther 
efforts to set out his own 
views, he indicated that he 
would adopt a much less abra- 
sive approach to social issues. 

Mr Major said that the Con- 
servative emphasis on wealth 
creation ana on competition 
had to form part of wider 
efforts to create a compassion- 
ate society. 

Tn only a brief mention of 
tax policy, Mr Major said that 

Hip aim WOUld be “CQntiHUe to 

keep tea— low on femDInu 


an business". That contrasted 
with the firm pledges given fre- 
quently by Mrs Thatcher to 
reduce further the level of 
income fa* 

Mr Major’s senior colleagues 
he remained commit- 
ted to toe eventual redu cti on, 
cxf basic ra te of tax from 
25p to 20p, but added that it 
was no longer high an the list 
of priorities. 

A renewed wwiirtitnignt by 
the prime minister to "high 
quality" public services was 
seen as signal that the Trea- 
sury’s aim of continual reduc- 
tions in public spending as a 
share of national would 


be replaced by a more prag- 
matic policy of stabilisation. 

For the third time within a 
week, he laid stress on the 
need to promote saving: to 
achieve both the social aim of 
providing famfltoa and individ- 
uals with indepe nden ce, and 
the economic obj ective off gafc- 
erating funds for investment. 

Ur Major used his only bud- 
get as chancellor to provide tax 
incentives for savers and 
there is speculation a Westmin- 
ster that Mr Norman Lament, 
his successor, will build on 
those in his budget next 
March- 

Race controversy, Page 12 


State hospitals win right to control their finances 


By Aten Pice,- Social Affairs Corre s po n dent 


THE UK government yesterday gave 
approval for 56 hospitals and other 
health units co ntrol the n - ow n finances 
as self-governing trusts front ApriL 

Mr William Waldegrave, health sec- 
retary, made it dear that it plans to 

extend self-g ov er nm ent throughout the 
National Health Service (NHS). The 
fimmu-a of state-run hospitals are cur- 
rently controlled by the government-ap- 
pointed local health authorities. 

Mr Waldegrave told MPs when 
announcing the first trusts that 
self-government was likely to become 
the "natural model” for units providing 
patient care. This was repe a ted by Mr 


Duncan NlchoL NHS chief executive. 
Be said the first trusts would set the 
precedent for the future. The speed 
would increase and the "programme 
become unstoppable” as other hospitals 
saw the success of the first trusts. 

Trusts will be run by businesslike 
boards with a range of freedoms denied 
other hospitals, wirfiMHng thp awitty to 
set pay rates raise <yp>fat 

In addition to toe 56 trusts a p prove d 
yesterday Mr Waldegrave is considering 
expressions of interest from 111 more 
hospitals and other units which may 
become trusts from April, 1992. Both 
the 56 and the 111 include not only 


hospitals but a range of other NHS 
llacifities ffto ambulance services, com- 
munity health services and mental 

lwwwh mini 

Trusts have proved one of toe most 
contro ve rsial aspects of the govern- 
ment’s forthcoming health reforms. 
Critics claim they win unbalance local 
health provision, and fear trust hospi- 
tals will pursue profitable activities 
rather than maintain comprehensive 
services. 

The logic of the government’s 
r eform s - which involve separating the 
funding of health care from its provi- 
sion - suggests, however, that hospi- 




tals axri other units should operate at a 
distance from their purse-holding 
frowWh authorities. 3ft is on this basis 
that the g o ve rn ment sees trusts as the 
model for the fhtare. 

There have been claims that some of 
the 56 which will become Belf-gov- 
eniing in April do not have toe manage- 
rial and financial expertise and stability 
to make a success of their new status. 

Mr Robin Cook, the opposition 
Labour health spokesman, ««: “There 
is to be no change in health policy. The 
NHS is no more safe hi the hands of 
John Major than it was in the hands of 
Margaret Thatcher.” 


The government does not know how to reform the poll tex and is 
^wttrSe. Mr Bryan Gon^ frte hQaha^v MjWMwrt 
secretary, claimed at a press confermw 


TOriraand for poll tax payets^Mr CogdamlMr DajM Blunk^ 
deft) opposition local government spokesman, said Mr Major had 
ruled oat root branch reform of the tax. 


BRITAIN IN 



UK signals 
tough line 
over Emu 

The g o ver nm ent indicated that 
it would take a tough stance 
on European economic and 
monetary union (EMU) at the 
snrthwMning inter- 
governmental conference in 
Borne with a strong a tt ach 
cm the imposition of a single 
currency at a London 
co nfe rence. 

Mr Frauds Maude, financial 
secretary to the Treasury, told 
the conference organised by 
toe Centre for Policy Studies, 
toe rig ht-wing think famlr, that 
a switch of prime minister 
would not result In any 
lMitiflratinn pf nf Brinl 17K 

opposition to rapid progren 
of Emu. 

The UK waa "not ^p repared ” 
to commit to & single wiwMHy 
which would lead to a 
“massive pooling of 
sovereignty.” It would also 
lead to the loss of 
decision-taking and monetary 
policy from London, he said. 


Machine tool 
specialisation 

Moves towards the supply of 
niche markets with high-valne 
products are critical for the 
survival of the UK machine 
tool Industry, accontimt to 
a report. 

Working in tiie shadow of 
Japanese and German 
domination of the the a«*iwt 
tool market and increasingly 
threatened by hi gh-voln me, 
low-cost manufacturers in 
South Korea and Taiwan, 

Top 1 0 machine tool 
producers 1989 

World maricot sham It 



British producers face fitittag 

Ah i i m H c ito w ml am 
waiinfiirliir lnp Inuaufnwit 


The report, by Coopers A 
Lybr&nd Ddottte, consultants, 
and commissioned by the Wert 
Midlands Development 
Agency, urges British 
producers to associate with 
innovative companies in 
Switzerland and Italy. 

Coopen wants the 
companies to iden tify new 
market ugpw Unities. 




Can one company carry commuters to the City, 
and provide the computers they carry? 


Toshiba know how important it is to the 
business person to have the information they 
require wherever they are and whenever 
they work. That’s why we developed the T5200 - 
a portable computer with the 32-bit power of 
a desktop machine. 

But Tbshiba not only help you work at home 


or in the office, they can also help you between 
the two. Toshiba have been constructing 
railway equipment such as control systems 
and motors since 1899. 

The development of Toshiba’s linear motor 
train can help passengers cut commuting 
time, thus leading the way in the creation 

In Touch with Tomorrow 


of superior technology for transportation 
worldwide. 

Toshiba’s commitment to our society has 
produced two very different products, both 
designed to help you get where you want to go. 

As a leader in LSI technology, Toshiba have 
the ability to make both possible. 
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Sumitomo in 
£43m City deal 

Sunritomo, Japanese trading 
company, is paying £43m to 
WatesCity of Loudon 
Properties for a half share tu 
an office development at 
Vintners Place in toe City. 

British Gas 
break-up threat 

British Gas has been 
threatened with break-up by 
toe gas regulator nhimm the 
group surrendered 80 per cent 
of the industrial gas market 
by 1933. 

James McKinnon, director 


industry, told a business 
audience in Birmingham, in 
the English Midlands, that 4 

“strong kick" was needed to 
give competition greater 
momentum. 


Peter Brooke: admitted dto- 
xuption to local community 

DBA "human bomb" attacks, 
despite the disruption to toe 
local community. 

He was speaking after Ms 
recent decision to dose bonier 
crossings in County 
Fe rm a n a g h during at dusk. 


Tube reveille 

London Underground is 


The company said “toe 
laminar voice” of depot 
manage rs was helping drivers 
and guards to get up ou tinu 
but dented that there has been 
an abaenteetem problem. 
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No other business class 

goes further. 
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Qantas has been flying long distances far longer 
than any other airline. 

Which has given us 70 years to perfect the 
additional comforts long flights demand Take our new 
Business Class chair. 

Not only is it wider, it reclines further and provides 
more leg room than the seat you may encounter in any 
lesser business class. 


But then, as you’ll ; find, when you’re flying 

thousands of kilometres, a few more centimetres make 
all the difference. 

So, when you next travel, choose the airline that 
takes service a little further. We think you’ll find the flight 
seems comfortably shorter. 


Lq 


V A 


The Spirit of Australia. 
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UK NEWS 


Rising exports 
lead to recovery 
in car production 

By Kevin Done, Motor Industry Correspondent 


MANAGEMENT PAY 


ICI to link staff salaries to 
environmental performance 


By Diane Summers, Labour Staff 


RISING EXPORTS have led to 
a significant recovery in UK 
car output despite the sharp 
Call in domestic sales. But the 
truck Industry Is suffering one 
of its steepest ever falls , 
according to official figures 
released yesterday. 

Car output in the first nine 
months of 1990 was 6.1 per cent 
lower than a year ago. but pro- 
duction In the third quarter 
alone was L4 per cent higher 
than the corresponding period 
of 1989, and according to provi- 
sional figures from the Central 
Statistical Office, output in 
October jumped 19 J per cent 

Car output for export mar- 
kets in October was more than 
double the level of a year ago, 
while production for the 
domestic market declined by 
1L3 per cent 

Production is being boosted 
by rising output chiefly by 
Rover, Nissan - the Japanese 
manufacturer — and Vauxhall, 
a subsidiary of General Motors 
of the US. 

For the first nine months, 
Rover car output was I2i5 per 
cent lower than a year ago, but 
in September production at 
30,564 rose by 15.9 per cent 
from the corresponding month 
last year, according to figures 
from the Society of Motor Man- 
ufacturers and Traders. 

Rover car output in the early 
months of the year was 
depressed by the changeover to 
two new model ranges, the 
Rover 200/400 and the new gen- 
eration Metro. 

Vauxhall car output in the 
first nine months was 16.4 per 
cent higher than a year ago, 
while in September alone pro- 
duction rose by 5.4 per cent 

The company is out-perform- 
ing the weak UK domestic car 


market, but it has also begun 
to export significant volumes 
to continental European mar- 
kets for the first time in a 
decade. 

Output from Nissan’s Sun- 
derland assembly plant in 
north-east England was 
depressed in the first half of 
the year by the changeover of 
model generations from the 
Bluebird to the Primera, hot 
production is recovering 
quickly. 

Output for the first nine 
months at 48£24 was 20.5 per- 
cent below last year, but it was 

27.5 per cent higher in Septem- 
ber. For the fufl year, Nissan 
says that production will be 
virtually unchanged at 76JXM 
compared with 77,000 in 1969. It 
is forecasting a jump In output 
next year by 45 per cent to 
110.000 cars, helped by Haiwg 
exports. 

By contrast. Ford car output 
in the first nine months was 

18.6 per cent lower than a year 
ago, while output in September 
dropped by 22& per cent 

The biggest impact of the 
recession in the UK new 
vehicle market has been felt by 
the truck industry, and several 
producers have been forced to 
halve output this year. 

While overall output of com- 
mercial vehicles has fallen by 
14.1 per cent in the first nine 
months, the smaller track 
makers Seddon Atkinson, ERF, 
Foden, Renault Truck Indus- 
tries and AWD have suffered 
falls in output ran g in g from 48 
to 56 per cent one of the steep- 
est fails into recession the sec- 
tor has ever experienced. 

The two biggest track mak- 
ers, Leyland DAF and Iveco 
Ford, have suffered falls of 29 
and 47.5 per cent respectively. 


ICI, the chemicals 
conglomerate, is to be one of 
the first UK companies to link 
the pay of its managers to per- 
formance in meeting environ- 
mental targets. The targets 
will form part of a drive by the 
company to improve its envi- 
ronmental record. 

For Id's most senior manag- 
ers, who are already paid 
wholly on the basis of perfor- 
mance, environmental issues 
will be moved to the top of 
their list of priorities. The com- 
pany’s eventual aim is for all 
white-collar workers’ pay to 
reflect environmental perfor- 
mance. Negotiations with 
unions cm the reform of pay 
str u ct u res are currently taking 
place. 

The move forms part of a 
plan by ICI to double environ- 
mental spending to £ltm world- 
wide and reduce output of 
harmful wastes by at least GO 
per cent over the next five 
years. Sir Denys Henderson, 
Id's chairman, said recently 
that the was to the 


company's environmental per- 
formance “measurably better’". 

A number of other compa- 
nies, particularly in the chemi- 
cal and natural resource sec- 
tors, are also thought to be 
considering the introduction of 
environmental performance-re- 
lated pay. The idea has already 
gained acceptance in the US: 
Exxon , the US oil company of 
which Esso is a subsidiary, set 
its managers extensive envi- 
ronmental targets after the 
public furore surrounding the 
11m -gallon oil spill by the 
Exxon Valdez off Alaska last 
year. 

Ms Vicky Wright, head of 
compensation practice at Hay 
management consultants, said 
that, while Id appeared to be 
leading the field, a number of 
other organisations that Hay 
was working with were also 

pan^o^jectives more closely to 
performance 

“Organisations are getting 
away from simple profit tar- 
gets and are looking at issues 


Directors’ earnings rise by 10.5% 


By Simon Holberton 

THE basic pay of executive 
directors in Britain rose by 10.5 
per cent in the year to the end 
of September, compared with a 
rise in retail prices inflation of 
10.9 per cent for the same 
period, according to a study 
published yesterday. 

The study of almost 100,000 
executives, which was carried 
out by the Reward Group pay 
consultancy, and conducted 
with the assistance of the Insti- 
tute of Directors, showed that 
the pay of manag in g directors 
advanced 12.5 per cent during 
the year, while the remunera- 


tion for nonexecutive directors 
rose by 18.5 per cent. 

“None of these figures relate 
to the selective scaremonger- 
ing which has led to a general 
view that all directors are lin- 
ing their pockets while 
restraining their workers," the 
Btudy observed. 

It produced data to show 
that all levels of employee had 
receive pay rises above the rate 
of growth of the retail prices 
index. 

Over the five years to the 
end of September 1990, the 
retail prices index rose by 30.7 


per cent, but in the same 
period average earnings had 
increased by 42JJ per cent, 
managers pay by 37j6 per cent, 
executive directors pay by 4L4 
per cent and managing direc- 
tors pay by 50 per cent 

The average pay of a UK 
director is £40,000 a year, con- 
sisting (A £35^50 base pay and 
a bonus of £4,650, according to 
the study. 

Directors ’ Rewards 1990-1991, 
Reward Group. Diamond Wag. 
Stone Business Park, Stone, 
Staffordshire, ST1S OSD. 
TeL-0785-813566. 


When the cards are on the table 
you’ll have a valuable trick up your sleeve with 
the Casio SF9500. 

Small in size but with an impressive 
expandable 64Kb memory you’ll have at your 
disposal a telephone directory business card 
library, memo function, schedule keeper and a 
199 year calendar. 

\buTl also have at your fingertips the time 
in over 126 major cities worldwide. And of 
course a calculator. 


appointment is due. But then these are features 
you’ve come to expect Bom an electronic 
organiser. 


which allow you to expand its functions even 
further to meet your specific needs. 

Insert a 64Kb RAM card and you can 
expand the SF9 500’s memory to a massive 
128K, and buikl a library of data fifes, which you 
can take with you wherever you go. 

fa addition a rar^e of spell check 
Hk cards offer an 8^000 word dictionary 
BStIv anc * 42,000 word thesaurus, with 
financial/legal or medical term 


hTTTi 


PULL OUT ATRUMP 
AT YOUR NEXT MEETING 

And rest assured the alarm function will I What you may be surprised to learn is 

conveniently remind you when your next I that the SF9500 has a range of IC Cards, 


CASIO 


_ c ’a .v. 3 r n r *. 


A* SALES NET 
► SALES PLAN 
► SALES PLAN 
►GROSS PROFIT 
►MflRKET SHARE 
?► MARKET SHARE 
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89/90 

90/91 

91/92 

89/90 

89/90 

90/91 

MEMO 


■‘£ 4 , 325*991 
■ £ 5 ? 750 ? 000 

. £772507090 

. £ 410 ? 969 

31.32 
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options. MB! 

Furthenncse, 

if you have one ^ 

more digital diaries 

you can exchange or transfer data. (Ideal 
for communicating with colleagues). You 
can also interface with 
certain P.CIs, which will 
serve as a back-up and 
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entire network of information. 

So at your next meeting carry your 
SF9500 and its pack 
of cards. 


*£* 7 *^* CiL a. v .? wr— — v*. 


« . = i ^ j '• > 

? : 3 * 4 5 6 7 


3 9 0 • 

i -lil S 3? 12 22 33 i§ 3: “77 
| ZF\ §S 32 SE M 22 23 m 33 2s* • “ 7 

i .. M &2 */ / ’ * ! 7. 


CARD 64KB 


.-v'ijr.-- - ' ---3 


«i :rr 


;;“ c CfAT-Ch , 27 


sc ls ioo 


CASK) SF950a SHOWN ACTUAL SIZE. 


ALSO AVAILABLE: 9F4000 PRICE GUIDE £8935. SF7000 (32Kb) PRICE GUIDE £11939. SF7900 (64Xb) PRICE GUIDE £13939. SF8000 (64Kb) PRICE GUIDE £19939. 

A SELECTION Of CASK) CALCULATORS IS AVAILABLE FROM; ARGOS. BOOTS, COMET DIXONS. HARRODS, INDEX, JOHN LEWIS MRTNERSMR JOHN MENZIES, SELHODGES, WLH. SMITH. ALSO AWLABLE FROM AM BERLEY ANITA 
BUSINESS SYSTEMS. BERRYS Of HOiBORN. C BROOKS & CO. UD. CLARKE STATIONERS. COLLINS. EDGWWE ELECTRONIC CENTRE ELECTRA CENTRE ERRCKSOFBftADFOflD. FAIRDEAL GAR DOUGLAS, GEERWGS. GEORGE WWERSION. GODFREYS 
(BASILDON) H N C ELECTRONICS. HEJFFERS (CAMBRIDGE!. J & P BEALS. JM CLARKE JAKROLDS. JOHNSON & JOHNSON. K. K. SWtONERS. MARKHAMS KOLCH ESTER). MURE OUfMPIC ELECTRONICS. PHOTO STEREO, RAMSONS. S E T CARDIFF) 
UD S MAY UD. S EARLE AUDIO. BUTTLES OF MALDEN. BVKEDA TEMPO ELECTR0WCS. TINDALLS. TYPEWRITER CENTRES. WATCHWORD OF GUILDFORD, WLDWG OFFICE EQUFMENI SOME MODELS HAY NOTE STOCKED BY ALL OUTLETS. PRICE 

GUIDES CORRECT ATTIME OF GOING TO PRESS. IBM IS A REGISTERED TRADEMARK 0FJNTEHNAI10NAL BUSINESS MACHINES C0RR 


Black barrister tests the 
Tory’s classless society 


like the environment and 
developing customer rela- 
tions,’’ said Ms Wright 
Relating pay to environmen- 
tal performance at ICI marks a 
"distinct change of emphasis." 
according to Mr John Coleman, 
group environmental affairs 
manager. Historically, safety, 
and environmental tar- 
gets have been grouped 
together, with safety “tending 
to predominate,” he said. 

Now Id has decided to sepa- 
rate environmental from 
health and safety objectives 
and give them equal priority, 
said Mr Colem an. Broad ccrpo- . 
rate objectives on the environ- 
ment are to translated into tar- < 
gets for the company’s 
individual businesses. 

From there, the perfor- 
mance-related pay t a rget s wifi 
“cascade downwards, in theory 

r e a long way", according to 
Coleman. The company is 
currently reviewing ways of 
strengthening and extending 
its overall pe rf ormance-related 
pay structure, he added. 



Kenneth Baker, home secretary, meets John Taylor, the prospective MP far C heltenh a m 

The spectre of racism has risen in the Tory held 
parliamentary seat of Cheltenham- Ralph Atkins 
on the emotions and motives of those involved 


T HE retired soldier, sip- 
ping his whisky in the 
Cheltenham Conserva- 
tive Association's bar, wore a 
tweed jacket and a sardonic 

«nilp. 

"The old colonels will be 
turning in. their graves, twitch- 
ing their moustaches,” he said. 

The selection of Mr John 
Taylor, a Mach 38-year-old bar- 
rister, as the local parliamen- 
tary candidate has caused a 
ruction and rumpus in Chel- 
tenham That many l^hahttanfa 
- dead or alive - have not 
witnessed before. 

Mr John Major, the new 
prime minister, aspires to a 
“Classless society”. Genteel, 
hktwto fiiwHonhaw — retire- 
ment home for old warriors, 
M«wqi of the middle dasees — 
has spoilt his v ision. 

Angry Cheltenham people- 
have demanded a re-run. “Why 
didn’t they choose a local nmn 
... or are they all too busy 
sending out raffle tickets to 
pensioners?” complains a letter 
in the Gloucestershire Echo. 
Outright racist prejudice is 
bubbling below the surface. 

Mrs Monica Drinkwater, 
p arty fh»lrwan [ witt i ng in her 
study with the phone switched 
off, tried to appear unruffled. 
Tt 1 b a s to nnm a teacup,” die 
iwcigfcnti before diving oO tar 
more media Interviews, hi the 
Commons yesterday Mr Major 
repudiated racialist attacks 
made on Mr Taylor saying dur- 
ing question time that such 
sentiments did not have “any 
place in our party”. 

Mr Taylor was chosen from 
254 applicants for the Conser- 
vative-held seat. CVs were rig- 
orously scrutinised; a short-list 
of 22 interviewed; a final four 
were grilled by the SOetrong 
executive committee. He won, 
becoming in the process the 
only black candidate so far 
chosen in a Tory-held seat 
He was an “outstanding can- 
didate” supported by more 
Hum half the executive, «iw 
Mrs Drinkwater. “We would 
have been manufacturing a lie 
if we had put anyone else for- 


ward.” 

But when Mr Taylor was 
paraded before the whole party 
at the columned Queen’s Hotel 
on Cheltenham’s promenade, 
for his formal nomination, the 
executive committee was taken 
aback at the force of protest. 

Most forthright and least 
ashamed to talk about race, 
was Mr Bill Galbraith, Conser- 
vative party member of 37 
years standing. “For this town, 
a black man is not for as,” he 
said yesterday, adding a com- 
plaint that out of 254 candi- 
dates, “they chose and fols- 
tered on us a black man." 

His views sparked a sharp 
rebuke nationally and locally. 
“I apologise on behalf of the 
Cheltenham party," said Mrs 
Drinkwater. “You wifi always 
get, in any society, people 
whose vision does not extend 
beyond their noses,” Mr Taylor 
told the BBC. 

A nd others who are pro- 
testing against Mr Tay- 
lor’s adoption have dis- 
tanced themselves. “I’m 
Crossing him off my mailing 
list,” said Mr Colin Lear, a 
retired auctioneer from his 
neatly-kept house on the 
fringes Of Cheltenham. “He is 
the nigger in the woodpile, if 
that is not a rather unfortu- 
nate phrase.” 

Mr Lear’s objection Is about 
the lack of choice the p ar ty 
was given and the threat of 
losing a seat where the retiring 
MP, had a majority of just 4,896 
over the Liberal Democrats. “It 
wasn’t anything to do with the 
man’s colour. It was because 
he would lose the election," 
said Mr Lear. 

He denied being a racist but 
said there are few "ethnics" 
living in the constituency. 
Adopting another unfortnnate 
metaphor, he said; “You have 
got to have horses for courses, 
ft is no good putting a nag in 
for a thoroughbred race.” 

Mr Major's classless society 
has little appeal for white- 
moustached Mr Lear, who 
served as a major for the terri- 
torial army in India. 


“It should not be discussed 
even," be said. “Providing; we 
all work well and save hard 
and are totally loyal to Great 
Britain - as most of us are - 
that is all we need to do . ... 
The only classless society X 
know was Russia*. 

C heltenham, with' its ~ 
grand regency architec- 
ture, pump room, sad • 
memorial to the South AMran ; 
wars at the turn of tile Sen- . 
tury, seems an unlikely pfcsoe 
for an uprising. 

George QI came to 
watenTin 1788 and upstanding . 
probity has been Cboitenhafa^ v 
unofficial motto ever sinca, ^ - 
The town's ethnic population. - 
is tiny but hard to measateuiA 
decade ago, 2,000 households 
{out of more than 80,000) woe 
headed by someone born out*' ' 
side of the UK. That. iron2ea21y^ 
would include the retired colo- 
nels who were bom in India. 

Mr Taylor - his critics com- 
plain — is an ffl i teW ffp from 
Birmingham. There is a 
groundswell which could see - 
the required 50 signatures* 
being collected for reconvening 
the adoption meeting. 

Mrs Sheillagh Grover, an 81- 
year-dd widow, said Ms colour 
does not matter. “I don't cate if 
he Is yellow, pink or retL..he 
doesn’t know a damn thing 
about (Thpltnnhimi , * 

Mr Major gets a metaphori- 
cal dip around the ears for Ms 
ideology from Mrs Grover. A 
classless society? “That is 
ridiculous,” she c«h, making 
dear she is “upper” class. 

“Tm not snobby. I have good 
friends of all classes, being 
Irish.” People know their 
places, she maintained. "An 
old lady I know, she would not 
be the least bit happy to have 
dinner with me. She would be 
flummoxed.” 

Mr Roy Merchant, who runs 
a coach company, added: *Tm 
just speaking for what the 
majority of people, of all walks 
of life, think — they just want 
somebody they know some- 
thing about We have got some 
good material locally." 


As YOU TRAVEL. IT SOON BECOMES 
CLEAR THAT SPAIN OFFERS AN OPPORTUNITY 
TO SAMPLE SOME VERY GOOD WINES IN 
PERFECT SETTINGS. THE BARS AND CAFES 
NOT ONLY PROVIDE REFUGE FROM THE SUN. 
BUT A WIDE SELECTION OF COOL. FRAGRANT 

IN THE SEARCH white wines and Rosados. 
FOR THE REAL SPAIN, THE At lunch * the 

w . COBBLED SQUARES AND 

WINES ARE ONE OF co u rty ard gardens. 

THE GREATEST REWARDS, the lichter reds are 

GOOD COMPANY FOR LOCAL DISHES. AND 
ALWAYS MAKE EASY DRINKING. 

Dinner, usually calls for one of 

SPAIN'S FULL-BODIED OAK-AGED RED WINES. 

WHEREVER YOU CO. YOU'LL FIND A WINE 
FROM SPAIN FOR EVERY OCCASION. 
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s °cietv * Good faith is required by companies on pension increase 
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IMPERIAL GROUP PENSION 
trust ltd 

Chancery Division: Sir Nicolas 
Browne-WIDdnson vice-chan- 
cellor: 

•.-• v - December 3 1990 : 

AJf EMPLOYER company 
whose consent Is required for 
an increase hi benefits under 

an'eamgStoyhe contri buto r y pen- 
sion scheme, can only Wsifa-. 
hold llsc onaent if It does so in 
Bood fattte fend consent Is not 
withheld in good faith if foe 
reason for withholding it 
iito put pivs&uceoa members 


'•irj,*." JrTiTTTT: 


offering = inflation-related 
increases, voder which their 


would be transferred to the 

coanpaiiy. 

XCbB vicedhahcelkr so held 
when giving reasons for his 
decision on a summons by the 
trustees andmangement «6m- 
zntttee of the. Imperial Group 
pension Trust Ltd agatfri s t foe 

employer company. Imperial 
TObacco Ltd, as to whether the 
company’s consent was essen- 
tial to an increase in pension 
benefits. In foe absence of 
investigation the foots foe 
court was not in a position to 
decide whether the company 
had or had not acted in good 
faith in withholding its con- 
sent 

HIS LORDSHIP said that the 
Imperial Tobacco pension 
scheme was established by 
trust deed in 1929 to provide 


pensions for employees of the 
company. It was managed by a 
committee of employees. 

The scheme was contribu- 
tory. Members had to contrib- 
ute annually. The company 
was bound to pay such sums as 
the actuary might certify were 
necessary to make the fond 
acfoarially solvent 
. Until 1085 tbs Rules made 
under the trust deed, did sot 
expressly provide far increase 
in benefits, in practice from 
1970 to 1985 Increases were 
given at or at less than the rate 
of increase in foe Retail Price 
Index (RPl). The 


the Rules which provided that 
the committee might, "with 
the consent in writing of the 
company", alter or modify the 
deed or Roles. 

In 1985 a takeover bid by 
Hanson far foe company was 
imminent - The committee 
wyfe amendments to the trust 
deed and Buies to discourage 
the bid, and to improve exist- 
ing memb ers’ ri g ht s The first 
amendment provided for auto- 
matic closure of the fand to 
new members in the event of 
any party acquiring co ntr ol of 
Imperial Group; and the second 
introduced a new rule, 64A, by 
which pensions should be 
increased by at least the lesser 
of (a) 5 per cent and (b) the RPl 
increase. 

The Hanson bid succeeded 
on April 18 1988. The fond was 
closed antomaticallv. 

Under the trust deed, on 
detexmfcoatum of foe fond, snr- 
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The language of 
international business 


it s the language of 
your customer. 
Prepare for 1992 now. 

CommunlcatB in your customers 
language and can Berlitz today oro- 

071-5806482 London 
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031-2267198 Edinburgh 
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FAST AND EFFECTIVE 

Courses are taitor-made to meet the particular 
needs and schedules of both you and your comp an y. 


Some business travellers 

will change neither hotel nor newspaper. That’s 
why they are particularly happy to find comph- 
raentary copies of the Financial Times at the fol- 
lowing hotels in Nice: Sofitel Splendid, 
Westminster Concorde, Mdridien, Novo tel Cap 
3000, La Matmaison, Arcadie, Hotel West End, 
Hotel Pullman, Hotel Elysee Palace, Bean Rrvago 
Hotel, Novotel Acropolis. 
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pins was applied for the benefit 
of members. Funds did not 
revsit to foe company. 

Since the takeover the fond 
had been in actuarial sarphis. 
The actuary had not called on 
the co m p a n y to main* further 
contributions. The mfatmmri 
surplus was £180m. Although 
the company had had a contri- 
bution holiday, the serving 
employees had been bound to 
coutiuuc to make contributions 

to foe fond. 

In 1986, 1987 and 1988 the 
increase in foe KPX was less 
foam s per cent. Therefore, 
rule 84A, pension bene- 


amount equal to the increase 
in the RPL In 1989 the RPl 
increased by 8 per cent The 
company agreed an increase of 
7 per emit in the pension bene- 


Following the takeover the 
committee sought assurance 
that Hasson would continue to 
observe the previous practice 
of increasing pensions in line 
with retail prices. As the com- 
mittee understood the position, 
the company announced it 
would not agree to any further 
increase over that guaranteed 
by Role GCA. la. inflation Unk- 
ing up to 5 per cant. That 
remained the committee’s 
understanding down to the sec- 
ond day of tba htwrliw tn fim 
present proceedings, when 
counsel for the company stated 
that that was not the true posi- 
tion. 

The company inaugurated a 
new scheme, the Retirement 


Benefit Scheme (REGS), for new 
employees. The BBS manage- 
ment committee consisted of 
foe same people as the fond 
management committee. The 
BBS was a non-contrihatory 
scheme. 

The company Indicated it 
was prepared under the R8S to 
guarantee annual pension 
increases equal to the lesser of 
15 per cent and the RPl 
Increase, it proposed to give 
the opportunity to fund-mem- 
bers to transfer membership to 
the BBS. Given the commit- 
tee’s understanding that no 
increases above 5 per cent 


the fond, it recommended 

transfer. 

A substantial number of 
fund-members opted to trans- 
fer. Under transfer arrange- 
ments they would take with 
them an aliquot share of the 
fund, including their share of 
the surplus. K there were to be 
a 100 per cent acceptance of 
the orooosaL H-m whole fond 
including surplus would go 
over to the BBS. 

Under the RBS scheme any 
surplus was returned to the 


the consideration which an 
employee received in return for 
the rendering of services. The 
company was not conferring a 
bounty. The scheme Bell to be 
interpreted against the back- 
ground of employment. 

In every contract of employ- 
ment there was a term that the 
employers would not, without 
reasonable and proper cause, 
conduct themselves in a man- 
ner calculated or likely to 
destroy or seriously damage 
the relattonsip of confidence 
and trust between employer 
and employee (Woods (2981) 
IRLR 347). That was the 


withhold consent. 

First, the question was not 
whether the company was act* 
ing reasonably, ft must be open 
to the company to look after its 
own. interests financially and 
otherwise in fu ture operations 
of the scheme in deciding 
whether or not to give its con- 
sent 

However, the obligation of 
good faith did require that the 
company should exercise its 
rights (a) with a view to the 
efficient running of the 
scheme; and (b) not for the cot- 
lateral naroose of farri npr mem- 
bers to give up their accrued 




The question was whether 
the committee bad no power 
without the company’s consent 
to increase the benefits above 
the guar anteed nriTiiwom of 5 
per cent 

Clause 36 contained no 
express Wwi W eMftH on com- 
pany’s tight to give or with- 
hold consent 

Pension benefits were part of 


faith 

Construed against the back- 
ground of the contract of 
employment the pension trust 
deed and Rules were impliedly 
subject to the limitation that 
the company’s rights and pow- 
ers could only be exercised in 
accordance with the implied 
obligation of good faith. 

The right to give or withhold 
consent was therefore subject 
to the implied limitation that It 
■farariri not be exercised so as 
to destroy car seriously damage 
the relationship Of confidence 
and trust between the com- 
pany and Its employees and 
former employees. 

The facta had not been inves- 
ttgated before foe court and 
were not common ground. It 
gave such indication as it 
could on hypothetical and 
unproved facts, as to the effect 
of the obligation of good faith 
on the company's power to 


ject to the scheme. 

As to (a), it would be a 
breach of the obligation of 
good frith if the company were 
to say that fit would >*avr con- 
sider whether or sot to consent 
to an amendment increasing 
benefits. A blanket refusal to 
consider amendments benefi- 
cial to employees and accept- 
able for the last 20 years was 
plainly calculated to under- 
mine employees' trust in their 
employer. Good frith required 
the company to consider the 
proposals each time they were 
cafe, in the Ugbt of existing 

rir gniw U iwwi. 

As to (b). the obligation iff 
good faith required that the 
company should not exercise 
its rights for the purpose of 
coercing a closed class of 
employees to give up its rights 
under the existing trust The 
duty of good frith required the 
company to preserve its 


employees' rights and pensions 
fond, not to destroy them. 

Why was the company seek- 
ing to Induce members to give 
up their rights and transfer to 
RBS rather than consent to 
alteration of the fond Rules? 
The court asked that question 
of counsel for the company on 
a number of occasions, but 
received no answer. 

IMPAC, the pensioners' asso- 
ciation, suspected that the only 
reason the benefits were not 
being provided In the fond (as 
opposed to the RBS) was the 
company’s wish to transfer 
surplus to which members 


1 r-i-iv 


RBS where It would belong to 
the company. 

In the absence of any other 
explanation that was a fair 
Inference. 

If correct, it indicated that 
the company was using its 
right to withhold consent, not 
for the purpose of continuing 
to use assets exclusively for 
pensions, but for some other 
collateral purpose. If so, the 
company would be acting 
unlawfully. 

For the com pan y: John Maw* 
bray QC and John Stephens 
(Nabarro Nathansm). 

For the trustees: Jules Sher QC 
(Osborne Clarke). 

For pensioners: Patrick HoaxB 
QC and Sarah Asplin (Eaershed 
Wells & Rind). 

For employees: Geoffrey Toham 
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Is moving money overseas costing 
your company too much? 


II yon regularly transfer money abroad, 
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You’ll Had onr international Giro 
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Considerably less in the case of large 
transfers becanse we operate on a flat 
fee basis. 

One payment regardless of the amount 
sent or received. 


Bank queues will also become shorter. 
Because you won't be in them. Girobank 
transfers can be arranged by phone, mail 
or fax. So, unlike most banks, there's no 
monotonous form filling. 

Not surprisingly, onr system is one of 
the most popular ways of transferring 
money around the world. 

Once you've tried it, anything else will 
seem like daylight piracy. 

If yon'd like to know more, fill in the 
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Doing business in South Korea 


Foreign investments by industries 


‘Head office can’t help; 
you are on your own’ 


1985 total US$532.2m 
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1909 total US$1 .090.3m 
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John Ridding offers guidance on a dynamic economy but which 
has often bewildering customs and culture 


A ll foreign countries 
are unique, says the 
manager of the Seoul 
office of a UK manu- 
facturing company, “but Korea 
is a little more so.” 

His sentiment is echoed 
across a foreign business com- 
munity attracted by the poten- 
tial of one of the world's most 
dynamic economies but often 
frustrated by the peculiarities 
of the market. In few other 
countries do regulations, cus- 
toms and business culture 
present a greater challenge. 

Over the past few years, the 
amount of direct foreign 
investment has been falling. 
The number of new projects in 
1987 was 383, compared with 
208 in the first nine months of 
1990. The value of new projects 
has decreased more sharply, 
from $l-3bn in 1988 to a mere 
$830m up to October this year. 

Such statistics reflect a shift, 
rather than a decline, in the 
appeal of the market. The 
rapid rise in wages since the 
introduction of democracy in 
1967 has transformed the econ- 
omy from its cheap labour sta- 
tus, while fuelling a domestic 
ransomer boom. For labour-in- 
tensive industries Korea now 
holds little attraction. 

At the same time, however, 
the rise in per capita incomes 
to a current level of about 
$5000, the prospect of further 
rapid growth, and the remark- 
able development of Korea's 
industrial base all provide com- 
pelling attractions for interna- 
tional producers of consumer 
and industrial products. 

But whatever the motivation 
for investing in Korea, all 
incoming companies are faced 
with a series of difficulties. 

Potential pitfalls emerge 
almost as soon as the foreign 
businessman arrives at Khnpo 
airport. “Most foreigners come 
here for the first time and are 
bewildered by Seoul The lan- 
guage is strange, and so are 
the customs. If they manage to 
find someone who speaks 
English and is helpful then 
they tend to hang on to him for 
all he is worth,” says Paul Rid- 
ley, general manager for 
SmtthKUne Beecham in Korea. 


Such dependence, however, 
makes it difficult to search for 
the best business partner and 
means the foreign business- 
man may receive only selective 
information from his Korean 
contact. “I have seen this hap- 
pen time and time again,” says 
Ridley, who urges prospective 
investors to use the foreign 
chambers of commerce. 

But even with good informa- 
tion, the next batch of prob- 
lems is much less tractable. In 
particular, the type of invest- 
ment, the group's strategy for 
the market and how best to 
achieve it, are managerial 
problems which are all magni- 
fied in the Korean context. 

As the market becomes less 
regulated, choosing between a 
joint venture, a 100 per cent 
owned company, a branch 
office, or a licencing agree- 
ment, becomes crucial. 


T he advantages of a joint 
venture stem from the 
practical benefits of a 
Korean partner and regula- 
tions which limit the economic 
activity of foreigners. In the- 
ory, the foreign partner sup- 
plies the capital equipment, 
technologies and products, 
while the Korean partner sup- 
plies the working capital, land 
and employees. 

In practice, the link-up is 
rarely so smooth. “A joint ven- 
ture is like a marriage,” says 
Marvin Winship, chairman of 
Dongbu Aetna, a US Korean 
insurance joint venture. “It 
takes a lot of effort” 

Alan Plumb, director of mer- 
chant banking for Standard 
Chartered in Seoul, agrees. 
“Perhaps one in SO gets to the 
stage of a well-formed joint 
venture with harmonious rela- 
tions and sound finances.” 

One of the most common 
sources of tension is the issue 
of management control “In my 
opinion it is worthless to dis- 
cuss whether you should hold 
50 or 60 per cent of the equity 
in a joint venture,” says Reh- 
ner Kehl, president of Siemens 
in Korea. “Once your partner 
has 10 per cent be is already 
determining decisions." 

This implies a need for flexi- 


bility. "When you make a Joint 
venture, you have to accept a 
Koreanised company. It may 
take a bit longer to get the best 
performance and modernise 
the organisation, but in the 
long term this is the best way 
for a business to survive,” 
argues Arnaud Le Bee, who 
runs a joint venture for Valeo, 
the French components group. 

What this means Is that the 
hard work really starts after 
the joint venture contract has 
been si gned. “The contract is 
very important for things like 
export rights and protection of 
technology. But in terms of 
management, forget it,” says 
Le Bee. “Whatever you say will 
be renegotiated day after day 
until you find a proper bal- 
ance. Head office can’t help 
you, you are cm your own.” 

Despite the problems con- 
nected with joint ventures, 
they have several advantages 
over wholly owned, indepen- 
dent operations. In particular, 
a Korean partner is often valu- 
able in securing finance - a 
notorious problem in the coun- 
try's tightly regulated capital 
markets. “For a foreign com- 
pany without a domestic share- 
holder it is almost impossible 
to raise money,” says Plumb. 

This problem is particularly 
serious given the difficulty - 
often impossibility - of bring- 
ing in capital from overseas. 
As a result, many companies 
find themselves living hand to 
mouth, using short-term loans 
with interest rates in the 
region of 20 per cent, just to 
keep the business running. 

“In Europe, bankers are very 
polite, particularly if you want 
to borrow money," says KehL 
“Here you must give presents 
to a bank director so he is will- 
ing to give you a loan.” 

The contacts necessary to 
raise finance are also impor- 
tant in activities ranging from 
the purchase of land to the 
marketing and distribution of 
products. “Few people fully 
appreciate just how important 
personal contacts are in 
Korea,” says Ridley. “We think 
in the UK that we know about 
the old boy network, but it is 
nothing compared with here." 
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When nationality 
does matter 


By Christopher Lorenz 


For companies with experi- 
ence in Korea, however, the 
relative attraction of joint ven- 
tures and wholly owned 
operations may shift towards 
the latter. “If you ask me today 
I would not automatically rec- 
ommend a joint venture,” says 
Kehl, whose company has 
three joint ventures and a 
wholly owned business there. 

The easing of investment 
restrictions in several indus- 
trial sectors mMnjl that a 
wholly-owned company is 
becoming more feasible. Last 
year, for example, the pharma- 
ceutical sector was evened to 
100 per cent foreign invest- 
ment 

At the opposite end of the 
scale, in terms of investment 
in the Korean market is the 
licencing agreement The 
advantages are that a company 
can keep a very small presence 
in Korea, avoid problems of 
hiring staff and reduce admin- 
istrative costs. 

But as with joint ventures, 
licencing agreements provide 
limited control. "It is abso- 
lutely deer to me that it is 
Impossible to control ade- 
quately the marketing and the 
sales effort of one’s product 
through the licencing route," 
says Ridley. “The Ucencee has 
a portfolio which includes a 
range of other items and you 
get the situation where you are 
not only competing with other 
companies but also Internally 
with the Bcencee." 

Whatever the form of invest- 
ment, however, there Is a 
range of common obstacles. 
One of the most frequent com- 


plaints is the protracted pro- 
cess necessary to get things 
done. 

It is impossible just to ring 
up the person you want to do 
business with. An introduction 
by a mutual contact is a neces- 
sary first step, usually followed 
by a series of meetings in 
which tea drinking pleas- 
antries figure larger bust 


There is also the problem 
that once an agreement is 
reached at a working level it 
will mean nothing unless 
approved by the chairman. 
Many Korean companies 
remain hi g hl y cen t ralised with 
all decisions vested in one 

man. 


P rotection of technolo- 
gies and know-how is 
another headache. In 
the early 1970s the importation 
of Beecham’s leading antibiotic 
was banned when a domestic 
company acquired the exper- 
tise to produce it locally. Other 
pharmaceutical companies 
have suffered similar setbacks. 

There has been substantial 
improvement. Legislation 
P<imhI in 1987 mrietiria patent 
protection to products as well 
as processes. US companies 
even enjoy retrospective pro- 
tection. But the long lead time 
for new pharmaceutical prod- 
ucts means the new le gislati on 
has yet to be tested. At the 
same time, how to prevent 
valuable expertise from falling 
into the hands of potential 
competitors remains an impor- 
tant question across the range 
of foreign investments. 


Arguably the biggest chal- 
lenge facing the foreign inves- 
tor lies in the field of industrial 
relations. Horror 

stories abound - but the 

situation has improved since 
1987 and 1988. when the intro- 
duction of democracy 
prompted the release of long 
pent-up labour demands. But tt 
is by no means resolved. 

This year has seem difficult 
disputes at American Express 
and several European banks. 
The high rate of inflation has 
managers fearing that 1991 
could be even worse. 

"There has traditionally 
been a very deep gap between 
management and labour. In 
addition, Korean workers are 
very emotional," says Kehl, 
who has been taken hostage 
three Hwws ml had his nffi coa 
occupied by striking workers. 

“Both sides had to learn,” he 
says. “The unions had to learn 
what is possible in terms of 
wage and other demands, and 
we had to learn that the old 
dmM of the Sahib have gone. 
Anyone who recommends that 
you put pressure on your 
workers and behave like sol- 
diers is absolutely wrong,” 
argues KehL 

The bright side of the labour 
disputes is that even in the 
most violent and emotional 
cases, antagonism can quickly 
die down. “After all the trouble 
was finished, they forgot about 
it and 1 am still the nice guy,” 
says Kehl 

Previous articles in this series 
were published on July 27 
(Italy), October 10 (France) and 
November 9 (Saudi Arabia). 


T he need to preserve 
national ownership is a 
“macho" consideration 
which should not enter busi- 
ness decisions. So says Sir 
Arthur Walsh, the chairman of 
STC, Britain’s last large inde- 
pendent telecommunications 
manufacturer, in the process of 
being sold to Northern Tele- 
com (Nortel) of Canada. 

Sir Arthur is not atone m 
foie opinion. It is shared by 
many financiers, academics 
and members of the Thatcher 
government. Two years ago 
Kenneth Clarke, then Industry 
Minis ter, declared that to 
argue about the nationality of 
a company is "chauvinistic 

nonsense". 

Not always. 

In STC’s case. Sir Arthur Is 
certainly correct - as he prob- 
ably was over last week’s sale 
of ICL, STC ’8 computer off- 
shoot, to Fujitsu of Japan. 

It has been clear for at least 
15 years, even before the liber- 
alisation of national telecom- 
munications markets began, 
the number of world tele- 
coms manufacturers would 
have to shrink sharply. It has 
been equally evident that no 
British company had the remo- 
test chance of becoming a 
major player. 

So a foreign takeover of STC 
was overdne — whether by 
Nortel, France's Alcatel,, or 
anyone else. The situation 
fawnnn acute after ICL decided 
that its fixture lay in the arms 
of Its long-standing Japanese 
partner, and threw up its 
hands at the truculence of Its 
fellow European computer 
companies over the terms of 
any purely Eurosolution. 

The only home-grown alter- 
native for the residue of STC 
would have been to follow 
Rover into the lap of a con- 
glomerate parent, such as Brit- 
ish Aerospace. This would 
have lacked industrial logic. 

As with Thorn’s sale last 
month of its lamps business to 
General Electric of America, 
the first question for the board 
of any company prey to a bid 
should be whether it has any 
real chance of becoming either 
a global leader In its Industry, 
or of sustaining a position as 
either a local or a regional 
player — something which is 
becoming increasingly difficult 
If not, the issue becomes 
which acquiror, regardless of 


nationality, would bwfaenw 
the future Interests of the com- 
pany and its stake-holders. 
This Is not only a question of 
which bid best snite-t&vshare- ' 
holder’s short-term interest 
but also which will best sus- 
tain and inesrease thejwmp*. 
ny’s competitive advantage* - 

Closely associated wHh tfce . 
last point la what one xofeiftr - 
call the quality of the resjwh;? 
tlve bids, in terms, of. tire; 
degree of skill intensity, high ' 
value-adding jobs and 
making power which the 
acquired company will be 
allowed to have over its awn 
affairs, and even over part at 
the acquiror’s business. 

This was a major factor in 
one Of the most controversial 
battles for ownership of a Brit- 
ish company, the Rowntree 
saga of 1988. A merger with the 
UK's other big confectionery 
company, Cadbury-S&weppeg. 
was out of the question on 
monopoly grounds, and in any 
case would not necessarily 
have been the best strategic 
outcome - “national cham- 
pion" solutions seldom are. 

So the battle was fought 
between two Swiss companies. 
Nestle and Jacobs-Suchard. - 
Nestld, the eventual winner, ' 
offered the higher “quality" 
prospect for Rowntree, since „ 
the latter’s relatively discrete 
product line not only gam tt 
some protection against having 
key activities and responsibili- 
ties transferred to Switzerland, 
but actually prompted some 
transfer to the UK. 

What Nestle was giving 
Rowntree was a share In the 7 
“headquarters effect" which 
many multinationals still con- 
fine to their main national 
base. Fujitsu has committed 
itself to treating ICL's software 
activities in similar fashion, B 
is in its Interest to do so, fix 
both technical and political 
reasons. 

Nortel shows signs of doing 
the same with STC’s transmis- 
sion business - though such 
commitments from North 
American companies are still 
unusual, and their longevity, 
sometimes doubtful; a “branch, 
plant” attitude to “offshore" 
operations remains the TJS 
norm. 

Nationality may be highh 
relevant, in other words. It all' 
depends on the companies and 
the circumstances Involved. 


City of Frankfurt 
during 

a power failure. 


AEG secures power supply 
with its intelligent and en- 
vironment compatible systems. 
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The fights are on, lifts are 
working, computers are calcu- 
lating and people are at work in 
hospitals. 

How is this possible? Be- 
cause AEG’s highly responsive 
systems, developed with the aid 


of modem technology and hu- 
man intelligence, react imme- 
diately when needed to ensure 
a constant power supply. 

Uninterrupted powersupplyis 
a vita! support for the modem 
way of life. But in times of 


growing resource and environ- 
mental problems it is essential 
that available energy is used 
and distributed as efficiently as 
possible. 

AEG’s technical staff makes 
toll use of the manifold applica- 


tions of microprocessors, optical 
fibre cables and integrated 
control equipment A wide 
range of installations, products 
and systems is designed in 
modem plants for an effective 
power distribution and an 


economical use of resources. 

AEG’s experience thus 
guarantees that the availability 
of energy can be relied upon 
at alt times. 


Future is redefining energy- 


AEG. Member of the 

DaimfeNSenz-Group 
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Game for a laugh: compares Jeremy Beadle, C3Ha Black and Bruce Forsyth (with Rosemary Ford) 

TELEVISION 

Glued to glorified parlour games 


■»“*V ear Mother and 

# 1 Esther, 

m m Bov te life oh tbe 
JLX island? Much as ever, 
I expect. Down here in London 
things seem a bit unreal, 
rather Hh wnmrfTrfwp- ant of 
our old Saturday night Aim 
shows. Since I last wrote Fve 
been watching a lot of televi- 
sion; mfllrfwg np for a Wfi»Kmi> 

without it, I suppose. Tbe odd 

we*TC^never had television on 

our island, because we cant 
get the signal, they all say “Oh 
aren’t yon tacky!” Bat when I 
visit, them they are always 
watching it Very often they 
don’t switch off when I arrive, 
either. 

You wonldnt believe how 
wrong we were about what 
television must be hke. You 
remember how Father used to 
read out those bits from the 
paper and we need to say “But 
who wants all that sax and vio- 
lence?” weB the thing is, 
there’s not really all that modi 
of it on die box (that’s what 
they can it). It’s hard to 
believe, hot the most common 
sort of programme is what 
Bra n n y calls a parlonr gam«- 

There’s one channel called 
BBC2 where you don’t flmi too 
many of them, bat everywhere 
else, mdmting the new satel- 
lite channels, {tspeaaHy the 
satellite chstmrfs, actually, 
judging from my sta y with 
Auntie Morag) you ftnd groups 
of people playhig these amaz- 
in gly ^huplp games, twnnrlng | 
DOOn nnd nf ght. SnB» of them 

are just Hfce the ones we’ve 
always played: charades, far 
instance (tiiey can it Gwe DS A 
(Sue) and even Trivial Pursuit 
They’ve just started that and 
it's exactly like playing at 
home except that; the time 1 
watched, three competitors out 
of the four woe absolute dun- 
derheads. They got fewer 
answers right than wee Ham- 
ish. Has he started school yet? 

The chairman is a comedian 


who. Tm sorry to tell you, is 
called Kory McGrath - needy 
all the chairman are comedi- 
ans - and he was obviously 
pretty embarrassed about 
doing such a naff job. (See the 
slang rm picking up? I nearly 
wr ote “less answers” just now 
because that’s what everyone 
says down here). But then even 
he didn't know the «*«*»* of 
Reform BBL None of ftmi fid; 
that’s English wiHMtiftp for 
you! 

The surprising thing about 
Trivial Pursuit is that although 
having the on television 
provides such wouderfUI adver- 
tising for the game yon boy in 
the shops, it's bong shown by 
the BBCL When yon come down 
to it, of comae, it^s just another 
quiz, but that s all that most of 
these game shows are, really. 
Same of them are specialised, 
such as A Question Of Sport 
which is another BBC pro- 
gramme, and anew one called 
Bye 2 Bye which has just 

gfarrteH rm Pfumwml 4. 

ft Is Shout riarigit , «twI thr» 
competitors on the opening 
programme were supposed to 
be “experts” but you would 
never have gnessed. bn the first 
round they were meant to iden- 
tify world-famous comp a ny 
logos, starting with just a little 
bft of the dpgig n. being shown 
more ff they failed. I got all but 
(me ftom just the first hit, but 
the people an the show were 
hopeless. The artist Peter 
Blake couldn’t recognise the 
Mercedes Benz s&n even after 
they'd shown him the whole of 
it and told him what it was. 

Most of the quizzes aren’t 
specialised, though, they just 
ask general knowledge ques- 
tions. One or two take it fairly 
seriously and cram In lots of 
questions, Fifteen-To-Ons for 
example which is played every 
weekday afternoon on Channel 
4. On this they read out the 
names of the IS contestan t s 
very quickly and then it’s 
questions, questions, questions 


from a p r e sen te r named W0- 
fiam G. Stewart. According to 
Unde Ian he used to be the 
producer of some famww g^m» 
show called The Price Is Right. 

Some of his questions 1 
couldn’t answer “Which inert 

gate talrag Us wmw from 

Greek for ’hidden*?” and 
“Where are the headquarters 
of tbe Surrey County Cricket 
dab?”. But he also aiwp ia 
things HKe “What does GNP 
stand for?” n«d “How many 
fiddlers did Old i^n 

for?” Do yon know, none of the 
competitors could tell him 
which Greek god Mercator put 
on the utte page of his »»p 
book; I wander if they know 
what a book of maps Is caHedt 

There seems to be an inverse 
ratio between the seriousness 
of tbe quiz show and the value 
of tbe prize. In the most seri- 
ous of all. M ast er mind , where 
you have to get through ump- 
teen rounds and have a mind 
Wtp Whitaker’s Almanac, the 
winn er gets a glass fruit di«h 
But in something like Strike It 
Lucky (where you have to say 
which of the fallowing wards 
means an arrow case: cochi- 
neal, Tolstoy, polonaise, 
quiver, snpervia) you can win 
up to £3,000 in a single half- 
hour show. 

Awnt Mora g was saying *iyrt 
giving away all those prizes 
must make the programmes 
terri bly expensive, but Unde 
Ian said that, considering the 
sort of audiences they 
a ttr a c te d, £3400 was nothing, 
ff you can believe it, he says 
half an hour of a drama Hie 
Portrait Of A Marriage which 
the BBC showed earlier this 
year (that did have a bat of sex 
in ft, they say) now costs mace 
than £300,000. 

The other feet you notice 
when you start watching lots 
of these game sfaowB is that 
really they're also chat shows. 
We’ve read all about those , you 
remember, and usually they’re 
fall of famous people - writ- 


ers, film stars and so on. The 
thing about shows is 

that they are the only places 
on television where yon see 
ordinary people chatting about 
thrir lives. This ran failtf up 
more than a third of the pro- 
gramme, and they "ft?" have 
“ad libs* which end in a joke of 
some sort and are awfnlly 
embarrassing because yon can 
tell how hard they have 
rehearsed them. 

The most important thing 
about the competitors is not 
that they are clever Q. suppose 
the producers reject clever peo- 
ple in case they make tbe view- 
ers feel stupid) but that they’re 
“good sports*, in other words 
that theyTl laugh when they 
are to look fantHth- This 
is even more important, in fact 
it is tbe central element, in 
another sort of programme, 
very like the game shows but 
even more popular. There’s one 
called Bruce Forsyth’s Genera- 
tion Game and another called 
Beadle’s About 

Both thww» specialise in mak- 
ing people look sffly. In The 
G en e ration Game the principle 
is exactly tfa* same as Gran- 
ny's old party trick with the 
two plates where she gets the 
guest to copy every action she 
makes, drawing her finger 
across the underside of the 
plate, then down her face, 
without the guest realising 
that her plate is dean whereas 
theirs has been blackened over 
the oil lamp. Mr Forsyth has 
an expert do something every 
week — maim animals out of 
balloons, dance tbe tango - 

■nd Hwn han tin w mbwin ntai 

attempt to copy their every 
action, with di sas trou s results 
of course. 

Apparently Beadle’s About is 
descended directly from that 
1940s American radio pro- 
gramme that (bandpa used to 
tell us about, Candid Micro- 
phone, which it Beans was fol- 
lowed by a famous television 
i TPri efl ffHaH Candid Camera. 


My friends’ parents say that 
Candid Camera was a pretty 
harmless series: they’d free- 
wheel a car onto a garage fare- 
court tiie to 

ffhw*v the oD, only far hhn to 
find no engine, or arrange for a 
vending machine to h»*»fc 
to ft*** customers . 

The tricks they {day on Bea- 
dle'S About are far more cruel. 
They pushed one man’s car 
into a quarry, and bad a seem- 
ingly inept driver cf a mechan- 
ical digger np mWfcw 

man’s car - quite a new one 
- before his very eyes. This 
week they pretended to be the 
water bond, dug up a man’s 
be autifu l lawn white he was 
out, and when he came back 
and got very angry they fired 
geysers of water all over 


The hosts of these shows 
pretend it is “just good fan”, 
bat if the “guests” ever man- 
aged to turn the tables and 

malm Mf Pnwiyth or Mr Ttoullp 

look really silly I am sure it 
wonld be edited oat The hosts 
are dearly aware of the hypoc- 
risy involved: Mr Beadle had 
himself sprayed with water 
this week, pretending it was a 
trick sprung on him by his pro- 
duction <wm> But although he 
got wet (for bis fee who 
wouldn’t?) he fid not have to 
suffer the anguish or the 
ww i w T T M iniimt cf real vic- 
tims, and did not then have to 
go through the dreadful busi- 
ness of pretending to take the 
whole thing in good part in 
order to avoid the «w»aHn»> 
that he was a bad sport who 
couldn’t take a joke. 

Quite honestly, after a few 
weeks of these shows I miss 
our ceilidhs. With ocr popula- 
tion of 154 we seem to have so 
much more variety. And tal- 
ent. And fun! 

Lots of love, Easter, a.k.a. 

Christopher Dunkley 


Chamber Orchestra of Europe 


BARBICAN MALL 

Which fat the more exp re s si ve? The back 
of the bead with its cheeky tufts of hair 
over the ears, the flick of the wrist, or 
Hift wimmnmiy Tong baton that seems 
to have a life of its own? Even when be 
is faring the other way, Gennady Roeb* 
destvensky manages to give the impres- 
sion that his smile is beaming out 
across the orchestra. 

On Monday he was in London to 
direct thaChamber Orchestra at Europe 
in tfae second of its four concerts at the 
Bartecan. This was the aB-Shostakovicto 
itpe, which had drawn nothing 


re the capacity audience that it 
deserved. A great sh a me , as the balance 
of works, contrasting the satirist Shos- 


takovich with the tragedian, was well 
chosen and the COE mare than lived tm 
to Its reputation as a technically 
T?«irhihte young orchestra. 

They began with the bitingiy witty 
state from The Nose, ft seems a long 
time now since the New Opera Com- 
pany gave its production of the opera at 
the London Coliseum and memory of 
those stage performances did net sug- 
gest that the music would be half as 
entertaining out of context as it proved 
here, thanks to some high-spirited 
playing (wickedly spiteful wind solos) 
and a splendid cameo from Adrian 
Thompson as the drunken tenor. 

ArarWig the Int e r p ret e r s of ShnstakoV- 


ich that we see regulariy In London, 
Rozhdestvensky is arguably tbe most 
idiomatic. Be favours a style less Indut 
gent than. Rostropovich, not so lovingly 
lyrical as Ashkenazy, marvellous 
though some of his performances of the 
symphonies have been. Objectivity is 
the key and Rozhdestvensky has that 
when it is nwM, as hi« spruce account 
cf the First Piano Concerto with Vikto- 
ria Postnlkova showed, 
ft paid dividends, too, when the even- 
turned to the composer's darkest 
in the Fourteenth Symphony. Of 
tids, Rozhdestvensky gave os a truly 
intimate and concentrated account. 
With Sarah Walker and Dimiter Petkov 


as the soloists the vocal parts were in 
safe hands, expressive, tft*» 

bass providing a basically dark and 
imposing Russian sound of the kind the 
symphony presupposes. 

What ">aA» the mnsio-making so com? 

pelling. though, was tee feeling that the 
pe rform er s were listening to each other, 
the singers to the orchestra, hut espe- 
cially each player to every other. The 
Chamber Orchestra of Europe really is 
worth bearing: its other two concerts 
are on Friday and Monday, when Paavo 
Berghmd oondnctw Sfhftmiiw. 

Richard Fairman 


Les Troyens 


COVENT GARDEN 

Scottish Opera are this week 
giving their first-ever short 
season - too short only three 
performances - at the Royal 
Opera House, ft Is made up of 
two performances of Les Troy- 
ens and one, between them, of 
Judith Weir's The Vanishing 
Bridegroom: in sum, a bril- 
liantly bold, wwhjtifrMS calling 
card. 

Monday’s Trojans was, for 
linked reasons, a great occa- 
sion: the re tur n of this opera, 
in full, to the London opera 

stage after an unbearably long 

time (is years, actually), and 
the first showing here of Tim 
Albery’s magnificent modern 
production. This has been 
shared b et w een, and performed 
by. Opera North. WNO and 
Scottish Opera over the last 
four years, so opera-lovers in 
the metropolis have at last the 
chance to enjoy and admire 
what >m»« bfm tiw l lih y 
in the regions. 

London's *vyt entirely com- 
fortable or accommodating 
t h e a tr e caused the company a 
few problems: the fax-back 
poritiooings of Cassandra and 
Cborebos in the opening scene 
of Troy seemed risky as they 
had not in the more intimate 
booses of Leeds and Cardiff, 
and orchestral ensemble was 
not always true. But once the 
performance began to gather 
its special sweep, no minor 
obstacle could be allowed to 
get in its way. 

The miracle of this produc- 
tion - apart from the cool 
(and sometimes startling) 
hwm t y of the Caims-Uacdon- 
ald designs, which delight the 
eye In every act - is the way it 
marries antique sensibilities 
(such stillness! such a shimmer 
of meridional tranquility!) ywl 
late-20th-centuxy poetic reso- 
nances. Tbe Albery vision and 
style possess the work, make it 
new, whfie at the same time 
pre s erv i ng the moral and spirt- 
tual core of Berlioz’s art. 

Andrew Clement showered 
praise on the Scottish Opera 
performance in September. I 
must add my words of tribute 
to the exquisitely beautiful 
Dido, supply and liquidiy «nng L 
of Kathryn Harries and to tbe 
grandly passionate, proudly- 
declaimed (in notably fine 
French) Cassandra of 
Katherine Ciesinski — the two 
great roles dnminaHng- the 
evening, and leav ing their 
stamp ^ ftp drama, ^ ways 
that testify to the special 


intelligence of the production. 
Seppo Ruohonen, not an heroic 
figure, sings Aeneas more 
securely than many a more 
appropriately built 
singing-actor; with the 
exception of the vocally 
miscast Chore!) us, the whole 
company rises to the opera 
with enthralling conviction. 

In the programme John 
Mauceri writes with 
characteristic intelligence 
about the structural 
relationships of Berlioz’s 
metronome marks. In practice 
I found much of his conducting 


rushed, particularly in the 
Trojan episodes - there 
seemed too little willingness to 
let the extraordinary feats of 
scoring (harsh, hollow) and 
melodic and harmonic 
movement register their points 
of dramatic impact. For all 
that, Monday's was a 
performance of cumulative 
power that sent one out of tfae 
theatre once more elated by 
Berlioz's greatness. 

Max Loppert 



Katherine Ciesinski; grandly passionate as Cassan- 
dra 


Leonce and Lena 

THKATRB Of DEPOT, STUGGART 


On the train to Stuttgart, I 
read Leonce and Lena and 
laughed loudly several tunes. 
A few hours later, Buchner's 
“Lnatspfel” was squashed into 
an evening of relentless sobri- 
ety at the Theater im Depot 
Folly Sapped into melancholy; 
anarchy was straightened out 
into decorum. No one doubted 
the seriousness of Buchner's 
questions about love and life, 
bat tbe laughs were missing 
A German revolutionary, 
Buchner Ma nume with 
the tragedies Danton’s Death 
and Whzzecfc before he died in 
1837. aged 23. Here, his targets 
are the petty despots who 
carved Germany into mint- 
kingdoms (this was before 
round me of German unifica- 
tion). Leonce and Lena Is a sat- 
ire in which a prince and prior 
cess are so worn oat by 
privilege that they sink into 
suicidal ap ^ft h y dis- 

covers a soulmate in the oth- 
er’s mhflism. Stephan Benson 
and Karin Pfammatt er are conr 
vinring enough as the spoilt 
pair looking for spiritual kicks, 
while the s u ppo r ting cast are 
gracefully foppish - philo- 


sophical King Peter (Heinz 
Gunter Kilian) bloated, bald 
and bemused by his c row n; his 
attendants following him like 
aimless squlggles. Bat they 
only work as puppets; my 
quarrel with this production is 
that there is no glimpse of the 
clown stalking the courtier, or 
the satirist behind the star- 
gazer — and thin in a play 
whose epigraph is Jacques’ "I 
am ambitious for a motley 
coat” and whose hero quotes 
Tristram Shandy. 

Like Shakespeare. Buchner 
was fascinated by mental and 
emotional extremes and his 
Prince Leonce feces all the 
dilemmas faced by Prince 

Hamlet — seln OT nirht srin, 
wbat to do about bis faithful 
girl (Doris Metz), whether he 
wants the crown from his 
father - only to see each one 
resolved by comic debacle. 
Maybe Stephan Benson will 
warm np into a more individ- 
ual Leonce; now, it is hard to 
identify with him or with the 
humour of his position. By con- 
trast, his sidelock Valerio (Wil- 
lem Menne) is an accessible 
vagabond who peels bade mask 


after mask until, as In the 
onion metaphor in Peer Gym, 
he fears there will be nothing 
left of him. 

Johannes Klatt's production 
turns on life as a spectacle. 
Kiett is also a painter and his 
formally beautiful settings are 
the core of his very visual 
interpretation. In this tram 
depot-turned-theatre, one of 
the tramlines has found its 
way on to the stage as an illu- 
minated metallic circle which 
encloses the action and spins 
round and round, an of 
fife’s repetitive tedium. 

Recalling Lewis Carroll’s 
Red Queen, Leonce and Valerio 
run madly up and down it in 
order to stay In the same place. 
Behind, screens display pic- 
tures In changing states of illu- 
mination, from boldly coloured 
to sepia; above, a balcony 
framed by gold leaf resembles 
a glided bird cage, the perfect 
frivolous prison for Princess 
lena. ft works as an exhibition 
piece; the problem is bringing 
it to life. 

Jackie WoHschlager 


ARTS GUIDE 


November 30 -December 6 


THEATRE and OPERA 


The manat (Garrick), tean . 
Anouflh’fl {day directed by fan 
MdUarmid with costumes by 
jasper Cowan tn a production 
to ; has received excellent 
reviews (071 379 6107). 

wiles) 8 An drew Ltoy d Webber'S 
lq+gg t fa an intimate chamber 


operetta derived from David Gar- 
nettf s 1955 novella. Musically 
tntereettn g imd wnfl dhrctw l 

by Trevor Nunn. (839 6972). 
Hamlet (Lyric Hammersmith). 
rsmrfg by Jowl’s idiosyncratic 
production, directed by Dectan 
DornieOan <071 839 2244)- 
Ahsnrd Person Shigntar (White- 
hall). Revival of early Ayckbourn 
comedy, directed by the master 
tanw atf, about three Connies at 

ntrtaUnaui tn thraa kitchens over 


DnB 1 Fund 


. fa 

SECAV 

T j r M ww I mnr g - II. al 

R£L Luxembourg a°B 

Notice to Shareholders _ 

The ExUB ( S ^iPWyG eneni **egtiraefSI«iebo1dBSOfOM01ier8, j 1990 

has ctangrffted^mrnatiou of tbe Company from “Bergen fetenubfeal 
dertakmgS of Marcb 30, 1938. 

hj ^yBA^ t^i*^tai ««« } «mwem» gavphemcreaieg:imp i iw 

Mndie **«»«**— and DnB 1 Fund-NcutSc Booth. 

*™!5?OTOciDber 15. 
subscribe »*»**<* 

Equities at an mmal pnee OfNOK 10300 P* sbm .am ™ 
scripaon period the minfamnn mvesemem shall be NOKSLOua 
i^i n wngtcihfc E x c hange of shares oTBerseofai 


"nuilies Has teen approved. The actual exchange will be made at die cbcxco 
F the shareholders ® at December 1, 1990. , lir - 

As fiom December 3. 1990itefoimirdiairaamnoloogerofg0od 
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three years. Iftdra Redmond, 
Richard Kane arid Lsvlnia Ber- 
tram an fine farm in a prodno 
tion which c onfirms Ayckbonm’s 
early bleakness (071 867 3U9). 
giliinilu H imffl Jaiii m r y. 

Man of file Moment (tSobe). 

Nlgel Planer and Gareth Hunt 
in another Alan Ayckbourn ptay, 
this time about media mantpofa- 
tkm (4373667). 

Miss Saigon (Drury Lane). Spec- 

u mhr an H gn c np nsfli l lmwriml 

about a love stonr between an 
American Gland a Vietnamese 
girl during the fall of Saigon in 
1075 (071 836 8108). 

Into The Woods (Phoenix) Jaffa 
Mckapzte shines as the witch 
in Stephen Sondheim's co m pan- 
dtam of fairy tales. Tbs title sang 
is more memorable than a story- 
BMthatdescaodsintorecrtmi- 
nation and chaos as the charac- 
ters’ dreams turn sour (887 1004). 
Cate (New London). The fo t mn fa 
of TSL EHot words, Lloyd Webber 
jnnric and feBne dance has made 
this Britain'S longest running 
musical (405 0072 ). 

The Rodcy Honor Show (Picca- 
dilly). Revival of the 1070s clas- 
sic, directed by Robin Lefevre ' 
(071 867 1118). 

Royal Opera, Covent Genteu 
A new production by Adolf Dre- 
sen of FideUo conducted by 
Christoph von Dotmanyi has 
Gabriela Benacfeova, Jan BHpk- 
hot Monte Pederson and Robert 
Lloyd in leading rides. 

SagHsh National Opera, CoH* 
seam. Cosi fan mtte, in John 
Cox’s 3tyhsh 1960 production, 
returns with a new cast, led by 
Btta Cullia and Gtem Winalads, 
and Peter Robinson as conductor. 
Farther performances of tfae new 
double US - Delius's Fenrdmore 
and Gerdo, Puccini’s Giamd 
Schicchi - conducted by Charles 


Mackesxas, produced by JUHa 
Hollander with casts fnclndtng 
Sally Burgess, Peter Coleman- 
Wright. Benjamin Lnxon and 
David Maxwefi-Andezson. 


Ghana Di mi trova. VesfleMbldov- 
eann and Prana Qtandhaber. 


Op&a Palais Gender. Choreog- 
raphy by Balanchine. Lubovitch, 
Gamier end Kylian to music 
by Stravinsky. Pachar and JanA- 

efik (47425371). 

Bastme Optra. The controversial 
opera’s seascai 0931 s wtth Ver- 
di’s OteiZo conducted by Myuna- 
Whtm Chong with Caroettu 
Mnrsn in the title role, with Ren- 
ato Br-nson as fagoand KaKen 
Esperfan as De ednmana 
(40011616). 

ChatdeL Broadway musical 4Snd 
Street to Harry Warren’s music 
to a production supervised fay 
Mark Bramble (40282840). 


Gran Teatre del LSeen. Gwe 
Mund conducts Wasner* s Die 
WdDc&re, with a cast led by Mon- 
tserrat Caballe ate Johann 
Meier. Ends December 17(412 
14 66). 

York 


of tim heyday of fee American 
musical wtth memorable tana 
after memorable tone, as well 
as a farcsfttl plot about the ambi- 
tious stasB mother who aiconr- 
ages her daughter into burlesque 

(248 0102). 

Metropolitan Opera. Marilyn 
Horne, Quia Merritt and Samuel 
Ramey p erfor in in John Copley's 
new production of Rossini’s 


Opera. Der Bartder non SeoBta 
is a well done reptttaireperibn» 
ancs. Siegfried, part of the sac- 
cessftJl GOtz Friedrich Ring rande 
faetnrae Anne Evans, Anne Qfew- 
ang, Jane raeri ng, Toni Kreemer 
erd Robert Bale. ZarundZtm- 
mermarm Is song by Gndrtm 
Sieber. Barbara Scherier and 
Peter Mans. Also Ftpo to ro and 
two advent concerts with tbe 
We n dg e rode School Choir. 


Fabettahad (LndDa LozteQi 
ft win be known as tbe first 
musical about Aida hitting New 
York but it goes much furthar 
fean that, showing the effect 
an a larger circle of people, who 
tnriude ahoy having a Bar Mfts- 
vah and hte parents, all three 
Of them (924 8782). 

Grand Hotd (Martin Beck): 
Tommy Tuna, Broadway's pres- 
put mnjrfml doctor, directs tUs 
remake of the Garbo film to 
shake the bones of fids inert 
depiction of lives crisscro s s ing 
to an elegant, bat somewhat ran* 
dam settingCMS 0102 ). 

CUs (Winter Garden). Still a sell- 
out, Trevor Nunn's production 
afTfiL Knot's chadren’s poetry 
set to nmsic is visiaUy startffmr 
and chorsographfcaBy Mine (239 


Opera. Die Bochzed des Figaro 
brings Charlotte Margrano^eOea 
Kwon. Alan Titos and Lncio 
Gallo together. Hansel and Gretel 
conducted by Carlos Kalznar has 
fl ahrw»lf gnammilih and Olive 
Fredricks excellent to fee title 
xolea. Tubs Is well sung by 


Les Sfisferatere (Br oad way)- The 
magntftamt spwctacfc of Victor 
Hugo's majestic sweep ot history 
and pathos brings to Broadway 
le ss o ns In pageantry amt drama 

(£39 8200). 

Phantom of the Opera (Majestic). 
Stuffed wife Maria Bjcrnson’s 
gilded sets. Ph an to m rocks wtth 
Andrew Uoyd Webber’s haunt- 
ing melodies in this transfer 

Tjiw Iw i i HM SR OQX 

Gypsy (St James). This 30th anni- 
versary production Is a reminder 


• conducted fay Janies 
Cnninn who also conducts SaJ- 
arm with Hlldegard Behrens, 
Hri w Demesch and Peter Ksza- 
wm NBmiacs T^ehnliotfs pro- 
dnetion. James Levine conducts 
Arvta Brown's production of 
Porgy and Bess wife Priscilla 
p««i r a i n iiiA Marvis Martin and 
Terry Coc*. (362 aooo). 

CW ra jft 

Other People's Money (Roysl 
Orange). Corporate takeov er art- 
tet Larry “the Uquidator* Gar- 
finhk» b ptayd far all hit mis , 
chtavous worst by Peter Van 
Wagner In Jerry asm’s fanny 
and faffing vfaw of contemporary 
finance, directed here by the star 
of tbe rdfBroadway prod uc tion, 
Kevta Conway (988 9000). 
Phantom, of the Opera (Aodlto- 
rium). Tbe midweetem produc- 
tion stars Karen Cuffiver sur- 
rounded by the familiar 
c h a n dri fa r and other heavy duty 
props in a fall blown staging 
(9021919). 

Lyric Opera. Leo NUcd has the 
title role of Rigdetto fa Sandro 
Seqnfs prodnetion conducted 
bp John Fiore. Donato Renaetti 
conducts Andrei Serben's new 
production (XLung di Lamraer- 
moor with June Anderstm as 
Lucia amd Alfredo Kraus as Sir 
Edgar. Civic Opera House (832 
2244). 


SALEROOM 


Van Gogh and Picasso fail 


The recession in the art 
market really hit home at 
Christie’s on Monday night 
when tbe auction house con- 
templated its most disastrous 
major Impressionist and 20th 
century picture sale fear years. 
Only 24 of the 63 lots on offer 
found buyers and the three 
most important pictures, two 
by Van Gogh (including one 
owned by Elizabeth Taylor) 
and a Picasso, were all bought 
in. By value tire sale was 75 per 
cent unsold, totalling just 
£108m. The depth of the slump 
is revealed by setting Monday 
along s ide the comparable auc- 
tion a year ago when Christie's 
achieved a record safe total to 
Europe ofE7&5nL 

Estimates and reserves had 
been cut in expectation of poor 
demand but many pictures 
coming from France could not 
have their value reduced with- 
out breaking export regula- 
tions. Most of fixe lots which 
sold went below estimate: Eliz- 
abeth Taylor's Van Gogh - a 
view of his asylum at Saint- 
Remy, achieved a top bid of 
£5Bm against an estimate of 
£8m-£10m. Ms Taylor paid 
£92,000 for the painting in 1963. 
The other Van Gogh, of a 
reaper, was unsold when bids 
stopped at £L6m, half its esti- 
mate, and the Picasso, an early 
work of 1901 showing young 
girls dancing, failed at £4.Sm. 

The only achievement was 
selling a large Pissarro snows- 
aepe for £l.65m, while a Van 


Dongen, "Femme fatale*, (once 
owned by Ingrid Bergman), 
sold for £L43m. Another Pis- 
sarro made tun. It had been 
bought for £600 in 1943 and was 
one of a group of ten works 
which cost the vendor £5,000 
when bought a generation and 
more ago and which sold for 
£L62ra on Monday, suggesting 
that art must be seen as a 
long-term investment 

Dealers are over-stocked 
with art; speculators have been 
scared away by the fail in 
prices; and connoisseurs are 
waiting for prices to drop even 
tower. With a growing reces- 
sion, and bars of war, confi- 
dence has quickly drained 
away. 

Matters were little better on 
Tuesday when Impressionist 
and Modem watercolours and 
drawings brought in £ 2 Am at 
Christie’s, with 54 per cent 
unsold. Helped by the current 
show In London, a fairly deco- 
rous portrait of a woman by 
Egon Schiele beat its estimate 
at £ 220 , 000 , and there was a 
record for a Grosz watercolour 
of £187,000. Another German 
work also made a record, 
£176,000 for a pastel by Kir- 
chner. 

There was some consolation 
at Christie’s South Kensington 
where tribal art was 93 per 
cent sold. An Easter island Og- 
ure,daring to the 18th century, 
far exceeded target at £49.500, 

Antony Thorncroft 
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Europe’s lost 
cousins 


W hen Honda, Japan’s 
third-largest car maker, 
set out in the mid-1980s 
to redesign its success- 
ful Accord model, its initial intention 
was to develop one product range to 
be sold worldwide. But the company 
soon realised the idea would not 
work. 

Honda's engineers in Japan wanted 
a status symbol car for a country 
where highly congested roads restrict 
driving. Bnt its US designers 
demanded a workaday vehicle, able to 
travel long distances on wide open 
highways. The upshot was a different 
range for each market, without a sin- 
gle major component in common. 

The experience, which mirrored 
Ford's failed attempt a few years ear- 
lier to develop a "world car”, has 
taught Honda a vital lesson. In Hie 
words of one company executive: “For 
us. the most important priority is not 
to globalise our business, but to local- 
ise it." 

That message is spreading at vary- 
ing speeds across other Japanese 
Industries from consumer products to 
computers and telecommunications. 
They are realising that rapid product 
innovation and manufacturing excel- 
lence, the bedrock of their competi- 
tive strength for the past 30 years, are 
no longer enough to meet the needs of 
an increasingly sophisticated and 
complex world market 
Some western companies have 
reached a similar conclusion. for 
instance, has stopped trying to 
impress customers with technical wiz- 
ardry and is wooing them instead 
with promises of superior service, 
ease of use and custom-tailored solu- 
tions to their business needs. 

In the worldwide search for sources 
of profit and value beyond manufac- 
turing, Japanese industry bolds one 
big advantage over its western rivals. 
More Japanese companies are closer 
to having a “global" presence since 

they dnwdnute thwir home market as 
well as serving the US and Europe by 
exports and local production. 

Their problem, however. Is that 
their international product strategies 
are still driven overwhelmingly by 
their domestic market. Products 
which do well abroad are usually 
launched first at home, where vigor- 
ous Hamanil hag wiahllrf production 
volumes to be built up and unit costs 
to be reduced rapidly. 

The formula worked brilliantly 
while th«» nairip. of Hw game was sim- 
ply to chum out standard products in 
large quantities. But it is becoming 
less effective where economies of pro- 
duction scale are no longer critical, or 
where the goal is more than simply 
catching up with the west 
US acclaim for Toyota's Lexus lux- 
ury saloon shows that Japan's talent 
for developing world-beating products 
is as keen as ever. However, Toyota 
had a clearly-defined target to find 
out what makes BMW and Mercedes- 
Benz cars attractive and match it 
The limitations at the appr oach are 
shown up by the experience of NEC, 
the large electronics group. In Japan, 
NEC is the leading supplier of per- 
sonal computers. Yet international 
sales have been disappointing, 
because NEC’s machines do not meet 
the IBM-compatible standard domi- 
nant almost everywhere else. 

Indeed, in spite of its formidable 
strengths, the only important elec- 
tronics product for which Japanese 
industry has so far established a 
world standard is video-recorders. 

NEC’s efforts to sell digital tele- 
phone exchanges In the US have also 
proved unrewarding. Though Its 
equipment is technically excellent, 
the company is struggling to meet 
American telephone companies’ 
demands for the complex software 
needed to reduce operating costs and 
offer new types of information ser- 
vices. 

“The telephone companies are wor- 
ried about our ability to support 
them,” says Mr Toshiro Kunlhlro, 
head of NEC’s telecommunications 


THE Balkan countries are shunned 
Europe's forgotten cousins. But they 
Before last year’s revolutions there w< 
which toppled the communists articulate 
from power, western govern- explain t 
meets naturally paid attention employm 
to Poland, Czechoslovakia and to maint 
Hungary. These countries bad economy 
articulate independent opposi- Besides, 
tion movements and vibrant enough < 
intellectual communities. They second w 
could also boast an articulate nists upi 
diaspora. Today, these opposi- the land 
tion movements nervously of their a 
hold the reins of power. They of indost 
have sympathy from their no more 
western friends. protectioi 

Romania and Bulgaria have the ratio 
never had such luck. History market i 
bequeathed to them centuries which thi 
of misrule and broken prom- provide. ' 
ises of land reform. Commu- sons why 
nism saddled its largely con- onstratoi 
formist, peasant population Lukanov, 
with the worst excesses of Sta- minister, 
linism. The tiny intellectual 
and middle-class elites were r _ in 
repressed and socially margin- ! 

alised. Indeed, one at the last- If wet 
ing vestiges of communism delay in 
was the way In which it cata- the regioi 
pul ted peasants into the amid- ground fc 
ence of power. They became alists am 
dependent on the state, which, already h 
abetted by the conformist Romania 
Orthodox Church, was slavia. To 
invested with enormous influ- opments, 
ence. These Balkan countries the first 
became a backwater of Europe asked for 
and could remain there unless London-b; 
western governments, and the and froc 
new democracies of eastern industri 
Europe, prevent it Advice a 

Last year’s revolutions tion for 
showed that the countries of reform. It 
eastern Europe have no feel- flow of cr 
ings of mutual solidarity, program! 
Antipathies and ethnic ten- poverty 
sions, which were evident after increase 
the collapse of the Habsburg acknowle 
empire in 1918, were sup- ern gover 
pressed by communism. Today, sen timen t 
the past is being revisited. Aid mu 
Poles, Czechs, and Hungarians to h umai 
have disingenuously divided tary derm 
eastern Europe between Cen- for ethnic 
tral Europe and the Balkans; erties ha' 
between reformers and old roots in t 
communists; between liberals support i 
and authoritarians. allowing 

travel a 1 

Impossible promises pSdo 

These prejudices could be Romania] 
confirmed by the recent free Yet the e: 
parliamentary elections, in results a: 
which Bulgarians voted for the countries 
Socialist (former communist) from tram 
party and Romanians for the turns mm 
National Salvation Front, a by exclusi 
safe house for the communist into the 
bureaucracy. As a result, west- wise, thes< 
ern governments have slide into 

Regulating 
British Gas 


shunned these governments. 
But they were elected because 
there were no experienced, 
articulate opposition parties to 
explain that promises of fall 
employment were impossible 
tO maintain , that the market 
economy would be painful. 
Besides, workers had had 
enough of change. After the 
second world war. the commu- 
nists uprooted peasants from 
the land into factories as part 
of their ambitious programmes 
of industrialisation. They want 
no more upheavaL They want 
protection by the state. Today, 
the rationing and the blade 
market show the extent to 
which the state can no longer 
provide. This is one of the rea- 
sons why last week angry dem- 
onstrators forced Mr Andrei 
Lukanov, the Bulgarian prime 
minister, to resign. 

Fertile ground 

If western governments 
de lay in providing assistance, 
the region will become a fertile 
ground for neo-fascists, nation- 
alists nnrf instability. This is 
already happening in Bulgaria, 
Romania and In parts of Yugo- 
slavia. To forestall such devel- 
opments, the governments of 
the first two have repeatedly 
asked for assistance from the 
London-based Know-how Fund 
and from the Group of 24 
industrialised countries. 
Advice would mean recogni- 
tion for their attempts at 
reform. It could also begin the 
flow of credits for stabilisation 
programmes without which- 
poverty and populism will 
increase. Without any 
acknowledgement from west- 
ern governments, anti-western 
sentiments could flourish. 

Aid must be strictly linked 
to human rights, parliamen- 
tary democracy and a respect 
for ethnic minorities. Civil lib- 
erties have historically weak 
roots in the Balkans. Western 
support must also extend to 
allowing these citizens to 
travel and see how other 
systems function. Austria and 
Poland now demand visas from 
Romanians and Bulgarians. 
Yet the expectations for quick 
results are highest in those 
countries prevented in the past : 
from travelling. Those expecta- 
tions must be Hnmpgnprt not ; 
by exclusion, but by inclusion 
into the new Europe. Other- 
wise, these countries will again 
slide into misrule and anarchy. 


THE intervention yesterday in 
the affairs of British Gas by 
the industry’s regulator is 
without precedent in the short 
history of regulating privatised 
UK utilities. The Office of Gas 
Supply not only specified a tar- 
get market share which British 
Gas must surrender; it also 
placed a question mark over 
the company's future if British 
Gas foiled to meet the target. 

Mr James McKinnon, direc- 
tor general of gas supply, 
wants British Gas to help Its 
competitors win 30 per cent of 
the main industrial gas market 
by 1993. The size of that task 
can be gauged from the share 
held by new entrants at pres- 
ent - two years after a pio- 
neering Monopolies and Merg- 
ers Commission report 
designed to break open the 
market British Gas’s competi- 
tors now account for just 2 per 
cent of industrial gas sales, 
according to Mr McKinnon's 
calculations. 

Mr McKinnon’s latest inter- 
vention is an implicit recogni- 
tion of the failure of the 
Monopolies Commission’s rem- 
edies to work quickly enough. 
The Commission ordered that 
British Gas must not buy more 
than 90 per cent of the gas 
from new North Sea fields, 
thereby leaving a residue of 
supplies for the fledgling com- 
petition. 

Companies such as British 
Petroleum, Shell, Esso and 
Mobil have entered the indus- 
trial gas market for the first 
time this year. But Mr McKin- 
non sees two main problems in 
the current arrangements: 
first, much of the gas not con- 
tracted to British Gas will be 
burnt by power stations, rather 
than in the general Industrial 
market; second. British Gas’s 
new competitors will be hin- 
dered by a lack of gas for at 
least the next three years. 

Surrendering supply 

The regulator is proposing 
that British Gas surrenders 
some of its own supplies to its 
competitors to help them 
become established. Mr McKin- 
non yesterday used blunt lan- 
guage to blame British Gas for 
the slow pace of liberalisation. 
Yet a fairer target might be the 
flawed structure which the 
industry was given at its priva- 
tisation in 1986. 

Indeed, in issuing threats of 
dire action against British Gas, 


the regulator appears to have 
in mind an industry structure 
which might have been prefer- 
able in the first place. Mr 
McKinnon envisages a "draco- 
nian solution”, whereby the 
gas grid could be spun into a 
separate company and the 
remainder of British Gas split 
up into competing regional 
concerns - much like the 
model adopted for the priva- 
tised electricity industry. 

Target market share 

However, it is one thing to 
argue that this would have 
been a better blueprint for the 
gas industry. It is quite 
another to view this proposal 
as appropriate for a company 
which was sold on a different 
prospectus just four years ago. 

Mr McKinnon argues that 
the possibility of British Gas 
falling foul of the competition 
authorities was implicit in its 
privatisation prospectus. But 
at this stage it is to be hoped 
that the company will avoid 
further surgery by responding 
to the regulator’s concerns: 
indeed, this is undoubtedly 
what Mr McKinnon hopes. 

Is it appro p riate for a com- 
pany to be given a target mar- 
ket share to surrender to its 
competitors? British Gas’s 
reaction yesterday - that its 
competitors are also responsi- 
ble for the pace at which com- 
petition unfolds - deserves 
some sympathy. The better 
course, if Mr McKinnon 
remains convinced that compe- 
tition is not working, would be . 
to refer the matter again to the 
competition; the 90 per cent 
rule is in any case due to be 
reviewed next year. 

The wider issue raised by Mr 
McKinnon’s statement is the 
future of regulation itself. The 
regulators of the telecoms and 
gas industries say that their 
overriding goal is to relax the 
regulatory straftjacket by fos- 
tering competition. Yet recent 
events have raised worries 
about the regulators extending 
their activities beyond the lim- 
its ori ginally envisaged. 

The first group of regulators 
are able men who have broadly 
served the users of regulated 
services well, even if they 
could sometimes be more open 
about the factors shaping their 
decisions. But the time may be 
approaching when a review is 
needed of the future course at 
utility regulation itself. 


New competitive challenges are forcing 
Japanese companies to reassess their world 
market strategies, writes Guy de Jonquieres 
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division. "The problem does not lie in 
our software design capability, bat in 
really understanding what our cus- 
tomers need. That is the gingip big- 
gest challenge our company faces.” 

“In the past, the demands of world 
markets were uniform, and we suc- 
ceeded by simply making improve- 
ment after improvement,” he says. 
"But now we need a better idea. The 
logical conclusion is that NEC cannot 
continue to expand its global business 
without chang in g its culture." 

Kao, Japan’s leading soap and 
detergent maker, which enjoys a for- 
midable reputation at home for prod- 
uct innovation, sees similar obstacles 
to its efforts to expand overseas. "It 
will take five to 10 years before we 
start understanding foreig n custom- 
ers,” says Dr F Tokiwa, Kao’s presi- 
dent. 

The full extent of the challeng e is 
probably still masked by strong 
demand in Japan, which has kept 
many manufacturers busy simply 
meeting orders. But as growth tapers 
off, more companies axe likely to find 
their home market haw b ecome less 
reliable, not only as a source of profit- 
able business but as a guide to what 
products will sell well internationally. 

Professor Tadao Kiyonari of Hosei 
University, an adviser to the ministry 
of international trade and industry, 
believes a decisive turning point is 
approaching. Japanese companies' 
international expansion has hit a 
“cultural barrier”, he says, which few 
yet know how to tackle. 

The need for a new strategy results 
from three developments: 

• Japan’s superlative low-cost vol- 
ume production methods have turned 


many previously expensive products, 
such as televisions, into commodity 
itwmg with low margins. 

• In response to that trend and to 
yen appreciation, Japanese manufac- 
turers are fast shifting up-market into 
more sophisticated activities which 
offer higher profits and added value. 

• Meanwhile, Japan has become the 
world leader in products such as cars 
and technologies such as electronics 
and new materials. In these areas, its 
industries «n» no longer see k inspira- 
tion from the west but must depend 
increasingly on their own powers of 

Japanese companies are 
realising that 
manufacturing excellence 
is no longer enough to 
meet the needs of a 
sophisticated market 

invention. 

These changes have unleashed a 
drive for creativity and innovation, 
reflected in surging investment in 
research. Between 1979 and 1989, 
Japan’s annual spending on basic 
research rose from YG.OOObn to 
Y12,000bn, while industry's share dou- 
bled to 43 per cent of the total. Japan 
now has 500,000 scientific researchers 
- more than any country except the 
US - many working in recently esta- 
blished corporate laboratories. 

The race to advance the frontiers of 
technology, rather than just exploit it, 
is likely to make life much harder for 
companies which fail to keep pace. 


But even some which are committing 
large resources admit they are t akin g 
a leap in the dark. Canon, the copier 
and camera maker, says it may need 
another 10 years to judge whether its 
five-year-old research laboratory can 
make any commercially useful discov- 
eries. 

Japanese industry is also under 
pressure from another direction. In 
the past, few companies have done 
much market research before launch- 
ing a new model, opting instead to 
shower the market with products and 
let consumers deride. 

However, Darwinian selection is 
becoming less practicable, even at 
home. As Japanese companies* prod- 
ucts become more sophisticated, and 
development spending rises, picking 
winners requires much more careful 
analysis of consumer tastes and 
trends. 

“In the past, we could see market 
needs very dearly," says Mr Ichiro 
Fiylmoto, head of R&D at consumer 
electronics manufacturer Sharp. “But 
from now on, they will become mare 
diversified. We must do more in-depth 
studies of what consumers really 
want Research must be more focused. 
We must explore potential needs hid- 
den below the surface." 

This is true even in Japan, where 
many consumer product companies 
have recently set up “antenna" shops 
and "life-style centres” to probe shop- 
pers’ reactions to new products. 

Abroad, however, harnessing tech- 
nology to demand is increasingly com- 
plicated by the bewildering diversity 
of cultural and psychological factors 
which govern market behaviour. 
Japan is discovering that its highly 


developed sense or being “different* 
from the rest of tho world fa a d imfa. 
ishing advantage. 

Bigger Japanese companies have 
long outgrown their reliance on inter, 
national trading groups to distribute 
thrir products overseas. Now they m 
exploring a variety of ways to get 
closer to foreign customers. They 
include: 

• Establishing research, design aitri 
engineering centres in the US and 
Europe. None of these has yet devel- 
oped an important product from 
scratch, and many simply adapt prod- 
nets to local markets. Bat. same are 
starting to make an input into tbs 
design of products developed fa 
Japan. 

• International alliances and joint - 

ventures, frequently at the initiative 
of western partners. Daimler-Benz of 
Germany, for instance, isdfacuadnga- 
wide-ranging alliance with the fiflteo- 
bishi group. .. _ ■ 

• Acquisitions, which have often: 
grown out of long-standing links with 
western companies. Recent such deab 
include Fujitsu’s purchase of 1CL 
Britain’s largest computer maker, 
Sony’s takeovers of CBS records and - 
Columbia Pictures of the US and Mat- 
sushita's planned S6£bn acquisition 
of MCA. the US film company. 

In most cases, the ini tial appro ach 
has also come from the western com- 
panies - some of which wanted 
fi nancially strong partners - though 
that has not always prevented bostua 
local reactions. On the Japanese side, 
an important motive is to gain local, 
market knowledge and access to valu- 
able western expertise in areas such 
as software and systems integration. 

But all these alternatives face big 
uncertainties, which are rooted in 
Japanese companies’ structure and 
management methods. In many suc- 
cessful Japanese groups, rapid inno-. 
vation is the life-blood of business 
strategy and relies on continuous and 
complex inter-action between RAD, 
product design, manufacturing and 
marketing. 

It remains to be seen how far this 
tightly integrated system can be dis- 
aggregated and spread around the 
world. Apart from the difficulty of 
maintaining the close personal com- 
munications essential to the Japanese 
system, there is strong bureaucratic 
resistance in many companies to shar- 
ing authority with engineers and 
managers overseas. 

Furthermore, if Japanese compa- 
nies are really to lay down deeper 
roots in western markets, they will 
have to accept foreign employees as 
equals and give them a bigger say in 
management and corporate strategy. 
High-quality foreign managers wtU rn 
any case prove hard to recruit if they 
are denied such rights. 

Honda and Sony, the pace-setters fa. 
Japanese industry’s drive to interna- 
tionalise, have concluded that the 
only long-term solution is to “dene" 
their businesses around the world. 
Both companies aim to give their US 
and European subsidiaries the Amo- 
tions and authority needed to enable 
thawi tO Operate as sami - gntniMimn iia 
units. 

That goal will demand determina- 
tion and patience. Honda says it 
needed 10 years to transfer its tech- 
nology to its US assembly plant It 
reckons the far more complex task of 
establishing a fully-fledged American 
development faefltiy will take much 
longer. “The key is people," says a 
Honda executive. “It can’t be done by 
textbooks. It has to be done 
face-to-face.” 

A lengthy and strenuous l e a rning 
process is in prospect which will 
require substantial changes in the 
way Japanese companies operate at 
home as well as abroad. However, the 
hallmarks of Japan’s industrial devel- 
opment since the Second World War 
have been perseverance and ingenuity 
in surmounting obstacles which many 
in the west had blithely assumed to 
be insuperable. 





Black to 
open 

■ The opener in what seems 
sure to he a series or moves 
to recruit Margaret Thatcher 
to company boards is tipped 
to come from Conrad Black, 
Canadian proprietor of the 
Dally Telegraph. 

A conspicuous admirer at 
the deposed prime minister, 
he is expected to invite her 
onto the board either of the 
Telegraph itself or of his 
Toronto- based holding 
company, Hollinger. 

She would be in i n t e rest in g 
company at Hollinger. Current 
directors include her former 
cabinet colleague Lord 
Carrington, erstwhile US secre- 
tary of state Henry Kissinger, 
nrwl Paul Rpichnumn, mas ter 
strategist of Olympia and 
York, developer of the Canary 
Wharf project in London's 
Docklands. 

Thatcher was Black’s guest 
of honour at the 1988 Hollinger 
annual dinner, which is held 
at the Toronto Club and has 
become one of the highlights 
of Toronto’s social and busi- 
ness calendar. His other guests 
over the years have included 
Ronald Reagan. 

Besides its 77 per cent stake 
in the Telegraph group, Hollin- 
ger - whose bead office is in 
a splendid 150-year-old former 
post-office building on a quiet 
downtown Toronto street - 
owns the Jerusalem Post and 
about 200, mostly small-town 
newspapers in the US 
and Canada. 


Surprise call 

■ Meanwhile delegates at a 
Centre for Policy Studies meet- 
ing in London yesterday were 
left wondering if John Major 
is going to call a snap election 
after alL The chairman of the 
event, a “curtain-raiser" to 
the intergovernmental confer- 
ence in Rome next week, and 
a leading speaker were sud- 
denly spirited away by an 
urgent summons from Down- 
ing Street. 


Observer 


They are CPS director of 
studies David Willetts, and 
ex-Treasury adviser Andrew 
Tyrie. It was obvious that nei- 
ther had been forewarned they 
might be wanted at the prime 
minister’s noon discussions 
with prospective parliamentary 
mnttidatoa- 

As they made their excuses 
and left, delegates - who 
included CPS founder Sir Kei th 
Joseph and assorted bankers 
- speculated whether the 
impromptu talks with candi- 
dates heralded a Major election 
campaign. After all, his success 
in the leadership contest was 
masterminded from the West- 
minster home of another aspi- 
rant Tory MP, Alan Duncan. 


Fresh voice 

■ Sir Nigel Broackes, founder 
of Trafalgar House, let his 
chief executive Eric Parker 
face all the tricky questions 
at the group’s annual press 
conference at Its Ritz Hotel 
He was grilled on everything 
from why the company had 
not cut its dividend to the size 
of the losses on its US house- 


might have sat 
alongside the loyal execu- 
tive to underscore his support 
for Parker in these troubled 
times. Instead he sat quietly 
in the audience. 

By contrast, the latest tro- 
phy recruit to Sir Nigel’s 
boardroom - David Howell, 

the 54-year-old Conservative 

MP - was far less taciturn 
when 1 contacted him 
yesterday. 

As a former Secretary of 
State for Transport, as well 
as Energy, Howell has decid- 
edly strong views about the 
present “appalling backlog” 
of capital spending on public 
infrastructure projects. 

“1 was advised there would 
be a transport crisis by the 
end of the 1980s and it is now 
self-evident", says Howell who 
lays the blame squarely on 



1 hope it’s not going to riot.” 

the Treasury. 

However, he Is confident 
that the recent change of lead- 
ership will help improve senti- 
ment “There is now much 
more chance of finding the 
right miniurt between private 
enterprise and public p r o j e cts ." 

This should be sweet music 
to the ears of Trafalgar House. 
Despite pioneering such moves 
as the piivateeector financing 
of the new D ar t f brd bridge, 
the group has not been as big 
a beneficia r y of the Thatcher 
years as it may well have 
hoped. 


and Is prone to stubbornness. 

Group A - a procrastinator 
who is emotional and weak- 
willed hot also prudent and 
analytical. Good listener. 

Group B - gregarious, opti- 
mistic creative but can 

often suddenly become excit- 
able and unstable. 

Group AB - considerate 
and giving, capable of intimacy 
and often with good economic 
sense, is also easQy angered 
and emotionally treacherous. 


Vatican polish 

■ Cardinal Agostino Casaroli, 
who is retiring after 11 years 
at the top of the Vatican, is 
generally held to have been 
one of toe most brillia nt se cre- 
taries of state this century, 
if not the most brilliant 

Indeed, he discovered the 
present Pope when be was 
hishop of Cracow. As the Vati- 
can’s effective prime minist er. 
Casaroli put forward the 
recommendation on which Mgr 
Wqjtyla was raised to cardinal 
and thus became eli gible for 
the papacy. 

Subtle, but extremely tough, 
Casaroli is famed far bis atten- 
tion to detail and for hia pas- 
sion for “polishing” diplomatic 
texts. Now that hels stepping 
down, “others will learn now 
to polish by themselves”, he 
said. 


Fighting talk 

■ Prime Minister Schffiter, 
Denmark’s Conservative leader 
who has headed a series of 
minority coalition govern- 
ments since 1982, is not under- 
estimating his task next 
Wednesday when he fights his 
fourth general election. 

At * Co penhag en nmrinar 
yesterday he was told by Steq 
Hasborg, of the U nibank 
group, that the programme 
he was putting forward should 
guarantee victory. "Tm con- 
vinced all thinking peTSODS 
will vote for you,” the bank 
chief added. 

"But that’s not enough,” 

Foul ScblQter replied. “I need 
a majority." 
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Labour loses its biggest asset 

lyo Dawnay on whether the Labour party can adapt to the new political environment 


... 

Itm* 


The exasperation 
within the British 
• Labour party's 
inner circle is 
almost tangible. 

"• Just days after 
the fall of Mrs 
Thatcher - for 15 
years .the, party's archenemy 
-'the reward has been a 
dump in its poQ ratings and a 
fresh bout of largely ground- 
less speculation over its own 
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“Labour ha a had an out- 
standing period of regener^^ 
and recovery trader the leader- 
ship of Nell Kinnock which 
taiTTnfaa te d in. seeing off some- 
one who is alleged to be the 
mb# formidably entrenched 
political leader this ce ntury. *' 
said Mr Jack Cunningham. *ft *» 
campaign coordinator, on 
Monday. "Where does an this 
nonsense come from?" 

Bounding up the usual sus- 
pects' is hardly tricky. A media 
pack “high" on the taste of one 
party leader’s blood has been 
aided ami abetted by the ever- 
restless Labour back benches, 
weary with disciplined opposi- 
tion, and dispirited with the 
revival in the government's 
fortunes that has accompanied 
Mr John Major into Downing 
Street Labour’s long-held the- 
ory that Mrs Thatcher was its 
biggest asset has now been 
inverted to promote Mr Bn> 
nock as Conservatives’ not- . 

go-secret weapon. 

Close aides to Labour's 
leader can barely conceal their 
anger at the speculating. They 
Maim that it was their man's 
persistent battering at Tory 
divisions on Europe that 
helped bring about Mrs 
Thatcher's fi»n 

“People criticised Neil for his 
line of questioning after the 
Bome.smnmit;* sand one dose 
adviser- “But it was his ques- 
tioning -that brought out the 
wild response that was the cat- 
alyst for Thatcher's fall and 
(Sr Geoffrey) Howe’s speech.* 

Kobe the less, the question 
now is whether Labour and its 
leader -can' adapt to the unfa- 
miliar poMttad landscap e they 
may ar may not have cantEib- 
utm to creating. Even the most 
loyal Khmockites concede that 
much now depends not on 
Labour;' but oh the altogether 
less-known qualities and strat- 
egies of Mr Major. 

Mrs 1 Thatcher’s exit has 
allowed her successor to goat 
lea#, some way towards form- 
ing up' his feiTiini for an all out 
assa ult cm the centreof British 
ppiWffa — thp traditional bat- 



Exasperation almost tangible: Gordon Brown, Nell Kfmaock and John Smith 


tlegronnd for general elections. 

Mr Meier’s espousal of “car- 
ing Conservatism'*, to vow to 
create a classless “society of 
opportunity* and his general 
acceptance of the designation 
“dry on the economy, wet an 
social Issues’* is a gauntlet 
thrown down to Labour. After 
an, it has promised much the 
same — albeit under a “demo- 
cratic socialist* )»M 

Labour’s rethought strategy 
now must ran along the lines 
of “better the carers you know, 
than the late converts.* AH the 
party's private opinion polling 
shows that it is unassailable by 
the Tories on this, its natural 
t er rit o r y . 

On such topics as the health 
service or education, pensions 
and benefits. Labour’s own 
polling suggests it is safely 
ahpari On Britain’s crumbling 
Infrastructure mnnwHwg 
revulsion at public squalor 
alongside private affluence; it 
too scares points. 

Furthermore, the party 
believes its recent shift to a 
more positive stance towards 
Europe will help it outflank 
the Con serva t iv es, now deeply 
split on the issue. 

Yetis all this- — the fruit of 
threoyears of arm-twisting and 
introverted policy debate - 
enough to produce the record 
swing needed to win the com- 
ing election? ' Even fierce 
Labour partisans believe the 
change in climate that has 
acc o mp ani ed the departure of 
Mrs Thatcher may now mean 
that it is not. 

The massive opinion poll, 
swing that saw Labour's 15 per 
cent lead three weeks ago 
turned to an 11-point Tory 
advantage is discounted by ' 


both parties as part of the 
“honeymoon* effect. As Mr 
Robin Cook. Labour's health 
spokesman, memorably pot it: 
“We mu st ensur e that it is less 
of a honeymoon and more of a 
one-night stand.* 

Labour says that when the 
excitement dies down it win 
return to a firm voter base 

« B i ni ri«hw «nrrw> 40 DOT «*"* Ot 

the electorate. But Mr Kin- 
node's trstmp calculates tfew the 
crucial icMrwriiiiihig f now cen- 
tres on a floating 8 per cent 
portion of the electorate. 

It is this slice of voters — as 


Publicly, Labour is 
calling on die Tories 
to abandon the poll 
tax — the 
opposition’s biggest 
vote- winner. 
Privately, it must be 
praying they do not 


yet politically and sodologi- 
caHy unidentified - that was 
tiie core of tiie. sharp reversal 
in labour's fortunes before and 
after the Tory leadership strug- 
gie. ' 

Close associates of the 
Labour leader always identi- 
fied the public's bA of confi- 
dence in the party’s economic 
competence as fie prime rea- 
son behind its defeat in the 
1967 election. 

But it was also acknowl- 
edged that some voters’ aver- 
sion to Mrs Thatcher herself 
had become a significant con- 
tributing factor to Labour's 


revived opinion poll ratings. 
Could the M ela 8 ner rynt thus 
be a meas u re of the “Thatcher 
factor* that Labour must now 

thhIto np? 

In any case, the party’s strat- 
egists now believe that 
Labour's competence at man- 
aging the economy and the 
“image* of adminis- 

tration are now the two ques- 
tions that could spell electoral 
success or faflure. 

On the economy, it is 
Labour’s word against the 
Tories’ and few believe much 
more can be done. Ostensibly, 
the party should be sitting 
p rett y. With inflation near 11 
per cent, high Interest rates 
and recession, the Tories have 
a lot of explaining to da 

Yet Labour is more than 
aware of the old saw that says 
the Tories always win on the 
economy, taking the credit 
when it is healthy, and promis- 
ing a greater ability to manage 
a recovery when it is not. 

Where the party is entirely 
in the dark is over Mr Major 
liiweif Audit is here that the 
“beauty contest” factor comes 
Into electoral calculations. 
Labour is keen to characterise 
Mr Major aS US I hawiai mh. 
tress’s voice - “Son of hand- 
bag* in Mr Kfamock’s unfortu- 
nate phrase - but it is equally 
anxious that he should live up 
to the insult. 

Many are not so certain. 
•What Is Interesting about this 
man is we don’t know what 
sort of target he Is,” Mr John 
Prescott, Labour’s shadow 
secretary, reflected 
after Mr Major’s elec- 
tion. 

Publicly, Labour Is calling 
on the Tories to abandon the 
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- Catch Thatcherite TV - what about law? 
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every night, in prime time 



From Mr Nigel WSbnott. 

Sir, Christopher Dtmkley’s 
proposition (“The Barbican 
survives the Thatcher years”, 
Ndvend»er2e^-ti3at--tiiere- ^has 
been no “Thatcherite” televi- 

skm-shmdd not be allowed to 
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He passes off whale areas of 
programme-making, in- one 
way or another centred around 
yv5s>i problems, as bucking the 

consensus, white only allowing 
a very narrow criteria for a 
Thatcherite programme - a 
series expounding liberal eco- 
nomics. . . 

d£ he wants to find “Thatehr 
exite” television, be can catch 
it just about any night in 
prime tfawa- To use his general 
criteria, whole swathes of tele- 
vision, by far the most 
.watched, reflect the dominant 
values of the past 11 years. 

■What are game shows Hke 
The Price is Right and The 
Generation Game, with their 
“feel good” concentration on 
family and ftxn, allowing the 
working on screen as. 
long as they know their placet? 
The light ynfagfafritnigit: Shows 
fall of sexist and racist jokes 
and social stereotypes, which 
became the starting poin t fir 
the rebellion of the alternative 
comedians? Chat shows with 
their cosy ego massaging and 
uncri tical pandering to the 
nd successful? Glitzy 
Dallas and Dynasty, 


unbalanced press? 

The enterprise culture has 
been represented in a rash of 
business progra mmi n g , as well 
-as^ --dramas' such^as -Howard's 
Way and The Brothers. But the 
csdy place in the media where 
trade union representatives 
were asked to comment <m the 

new' prime minister was in 
your pages. If thm-e is any sec- 
tion of the community consis- 
tently ignored or ridiculed by 
television it is Britain’s mine 
that 8tn union members. Ordi- 
nary working people probably 
have more to do with their 
shop steward or union o f fic i a l 
in dealing with day-to-day 
problems than with the police, 
sodal workers, doctors, vets or 
any other of the f av o urites for 
“social problem” dramas. Yet 
when fr»g there been a dram a 
series -based on a trade union- 
ist? JHow many sympathetic 
portrayals are there elsewhere? 

It is no coincidence that the 
Broadcasting Act weakens pro- 
visions on b roadc asters to 
carry current affairs, religious, 
children's ■ and socia l acti on 
pregrammes, allowing commer- 
cial broadcasters like Sky an 


From Mr Howard N. Meyer. 

Sir, Absent from the draft 
resolution that will be pres- 
ented to the UN Security Coun- 
cil is a "finding” - that is, a 
factual determination that 
flwir prior “measures (under) 
Article 41 would be inadequate 
or have proved, to be inade- 
quate* - as a needed predicate 
for the use at force. 

US presidents are used to 
I gnoring jn te matfonfll law 
binding treaties (the UN Char- 
ter being both); but success in 
getting a nation that respects 
law (Britain) or one that 
respects its own independence 
(France) to be cam p E cft is hard 
to understand. 

Howard N. Meyer, 

375, West End Avenue, 

New York 


A poetic kind 
of justice 

From J A Cunningham. 

Sr, Shakespeare is up to the 
minute in bis commentaries! 
At the Lyric Hammersmith 
this week we heard Hamlet - 
no doubt referring to Polly 
Feck’s citrus fruit problems - 
remark: "How enterprises of 
great pith and moment ... turn 
awry.” (Act m Scene 1). He 
then goes on to pose the ulti- 
mate question when he asks: 
“And how his audit stands; 
who knows save heaven?* (Act 
HI Scene 3). 

Has Aril Nadir read the den- 
ouement in Act V? 

JA Cunningham, 

Dorcas Farm, 

Stoke Hammond, 

Milton Keynes, MK17 OEA 


London Docklands ‘not a failure’ 


shows, sitcoms, chat 
and movies. 

The actions of the 
ment over the past — _ - 
n gatnut ■ br oadcas t journalists 
and dramatists, from orches- 


s 


ostentation look just like a 

style game? ~ 

What of orach news cover- 
age, which, being bound by 
rales of impartiality, takes ite 
hagte agenda from a woefully 


prohibition, shows they know 

there has been an ide' 1 " - '" 1 
war on the box even If ( _. 
ptoer Ptmfc ley missed it. 

Nigel Wfllmott 
38 Denton Road 
London N8 9NS 


We need to fix terms and dates 
to curb the PM’s power 


II- 


y 
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From W. Qrey. 

Sir, JR Walker (“A time 
limit to work both ways”, 
Nov emb er 27) is quite right: it 
is the premier's power to dis- 
solve parliament and call a 
general election at a mome n t 
of his or her choosing, which 
tfltc the balance in his or her 
favour, at the cabinet's, parlia- 
ment's and the people’s 
w pana, and which needs to be 
curbed. 

Not only fixed-term parlia- 
ments “(my preference is for 


four years rather than five) but 
also fixed-date general (tike 
local) elections are therefore 
needed. Neither, pace Mr PJ 
pace O’Shea (“Fixed terms for 
PM?* November 2ft requires a 
written constitution, whatever 
the latter’s merits on other 
grounds. Both are more perti- 
nent, in the normal course of 
events, than fixed-term pre- 

rmersbips. 

W Grey, 

32, Arden Road, 

Finchley, N3 


Frxm Mr David Hardy. 

Sir, I would hke the opportu- 
nity to respond to the article 
(“A high-tech decade”, Novem- 
ber 26) which says London 
Docklands is a failure because 
It has a “completely inade- 
quate infrastructure and alack 
ol any ktnd of urban design or 
plan*. 

first. Docklands is not a fail- 
ure. It is the largest, fastest 
and most successful of all 
urban renewal projects in the 
world today. Some £8bn of pri- 
vate investment has poured 
into the area since the London 
Docklands Development Corpo- 
ration (LDDQ was set up in 
L96L Set this figure against a 
public spending of just £800m, 
and you are faced with a very 
real a ch ievement. 

Hundreds of businesses 
move into Docklands every 
year; 30,000 jobs have come to 
the area; 17,000 homes have 
been buOt; lim square fast of 
commercial space has been 
completed; and une m pl oy men t 
has faflgn- Local people are 
benefiting from the millions 
that are being spent on a com- 
prehensive programme of cam- 
* tfnsed projects, Jnclud- 
lucatiou and training 

es, to make sure that 

they are able to take up the 
opportunities that regeneration 
is bringing about 

A massive SSbn is being 
spent on transport and lnfra- 
strnctare to meet the demands 
that this success is placing on 
the area. Roads and railways 
are being built at a phenome- 
nal rate, with many already in 
place. The Docklands transport 


network is getting better every 
day and wHL soon make the 
area the most accessible part of 

the napital 

Before criticising Docklands 
fair a lack cf urban design, cate 
has to understand that the 
develoumeiit of the area ha« 
always been market-led. The 
LDDC, charged with the task 
of a t tr ac t in g private invest- 
ment, simply could not afford 
the luxury of turning away 
early development on purely 
aesthetic grounds. However, as 
confidence in the area has 
increased. Docklands has seen 
a second wave of regeneration 
with the emergence of better 
- design, and many Docklands 
buildings, including the finan- 
cial Times printing wotks, now 
frequently win awards for their 
architectural excellence. 

And of course there is a 
plan. The LDDC has well-de- 
fined !*>««« for the continuing 
development of Docklands. 
Back in the early days, how- 
ever, an overall plan would 
have been inappropri ate How 
could one have predicted and 
planned for the scale and speed 
of the development that has 
taken place here? How could 
one have imagined that an 
area, so long forgotten and 
idle, would be transformed, in 
only nine years, into a rapidly 
emerging international busi- 
ness and financial centre? 
There were a peat many plans 
for the area before the LDDC 
- yet sadly very tittle action. 
David Hardy, 
chairman, LDDC, 

Thames Quay, 91 Marsh WaU, 
London E14 



poll tax - the opposition’s 
greatest vote winner. Privately, 
it must be praying they do not 
Publicly, it Is urging govern- 
ment shifts on Europe, on edu- 
cation or on health. Privately, 
it must tear that such policy 
changes canid be sold by Mr 
Major as evidence that he is 
“his own man”. This is the 
novelty that threatens to 
nwHftrwnna Mr Kinnock as yes- 
terday's political flavour. 

Until now, Labour's strategy 
was to confront the Tories 
directly in a battle over poli- 
cies. it began this week with 
an education paper and is 
intawnWri to Bn y ffii u ft well into 
the new year. 

But inevitably, with a new 
face at the head of the Tory 
party, personalities are back 
under -the microscope, prompt- 
ing the fainthearts »nd malcon- 
tents on the o pp os i tion back- 
benches to resume muttering 

flfrp n* the VySwyhlp , 

Nobody at West- 
minster believes Mr 
Kinn ock is cur- 
rently under any 
real threat. Any- 
way, the prospect 

V of a len gthy leader- 

a ship contest involv- 

ing a faB-blown party confer- 
ence this dose to an election 
remains hi ghly implausible. 

Furthermore, it & not incon- 
ceivable that, notwithstanding 
criticisms cf his recent perfor- 
mances against Us Thrtcher, 

tht> Labour u>ariw may gat tht» 

better of his new, less experi- 
enced opponent at the des- 
patch box. 

IT not, and if poor opinion 
polls continue well into next 
spring, every option could be 
thrown open - from a move 
towards supporti n g electoral 
reform to re n ewed talk of Mr 
John Rwdth or g a yp Mr Gordon 
Brown, the shadow trade secre- 
tary, taking up the party’s ban- 
ner. What is indisputable is 
that Labour can no longer 
campaign as a haven for oppo- 
nents of Thatcherism. 

Senior party figures tike Mr 
Bryan the environment 

spokesman, and Mr Roy Hah 
teraley, the deputy leader, have 
long pressed for greater 
Am pbaina on Labour's “big 
idea” - an enabling state pro- 
viding op p or tu n it y for all, in 
cont ra st to the Tories* merit- 
ocratic co n s um er democr a cy. 

In the absence of Mrs 
Thatcher’s long shadow, the 
Commons suddenly appears a 
surprisingly level playing Arid 
for the two young gjadfawre to 
fight on. 


Commercially-motivated tied aid 

Time to discipline 
a costly trade practice 


By John Macomber 


W ith dramatic free 
market reforms 
sweeping central 
Europe and many other parts 
of the world, it is time to take 
a fresh look at an ever more 
costly trade practice - the use 
of tied aid or mixed credits. 

These are mixtures of com- 
mercial credits and govern- 
ment-supported "soft* loans or 
til member nations of 
Organisation for E conomic 
Cooperation and Development 
would gain from a co-operative 
effort to reduce this trade-dis- 
torting and expensive practice. 
A reduction in tied aid would 
greatly reduce trade costs - 
something all industrial coun- 
tries would appreciate as they 
face tighter budgets. 

The United States supports 
the use of aid for humanitarian 
and development purposes, but 

Recipient country 
lands are diverted 
from basic needs to 
capital-intensive 
projects that may be 
lower in priority 

not for purely profit-oriented 
capital projects that could be 
eommerrially financed. 

Everyone loses in commer- 
friniiy -motlvate d ti ed j»m_ The 
buyer's price of doing business 
goes up because pr oc ure ment 
is directed according to avail- 
able credit rather than cm the 
basis of the best price and tech- 
nology. Recipient country 
funds are diverted from basic 
hmnaw needs and appropriate 

( WalrtTimPwt Twihyhi tn Kf mhla - 

ticated, capital-intensive pro- 
jects that may be far lower in 
national priority. 

TnoffWant m jipHu bth pro- 
tected, reducing the global 
competitiveness of the donor 
country. And although export- 
ers appear to win in the short 
term, the taxpayer s in the 
exp orting country pay toe cost 
of government support for con- 
cessionary trade financing. 

Moreover, tied aid has 
become increasingly costly 
because of the higher grant 
levels required in mixed cred- 
its under toe OECD arrange- 
mpnt Revisions to the arrange- 


ment implemented in 1988 
raise the minimum grant ele- 
ment from 2S per cent to 35 per 
cent for most developing coun- 
tries, and to SO per cent for the 
least developed countries. At 
thi» yiffB time, the calculation 
of the grant element was more 
closely linked to each donor 
country’s domestic interest 
rates. Britain has felt the 
effects of this increase since 
tied aid accounts for an esti- 
mated 70 per cent of the coun- 
try's bilateral aid budget 

Countries that do not use 
mixed credits in certain target 
markets are also on the losing 
end as long as commerclaUy- 
motivated tied aid exists. 
American exporters lose an 
estimated J4bn (£2.07bn) a year 
in export revenues to tied aid 
deals by foreign competitors - 
the bulk of It in the Pacific 
basin. 

With trade driving economic 
growth, American economic 
policies must focus sharply on 
US competitiveness abroad. As 
a result, the administration 
and Congress are using more 
aggressive tools to support US 
sales overseas in the face of 
government-backed exports. 
The Export-Import Bank at the 
United States. America's 
export credit agency, has at its 
disposal a “war chest” that has 
grown from SllOm in fiscal 
1991. The fund Is bring used in 
co-operation with the US 
Agency for International 
Development (AID) to launch a 
SSOOm joint programme offer- 
ing credits in four mar- 
kets where they are most 
aggressively used by our com- 
petitors for commercial advan- 
tage: Indonesia, the Philip- 
pines, Thailand «nd Pakistan. 

Eximbank and AID are 
establishing protocols in these 
four cou n tries, each supporting 
gragm in US exports. The fund- 
ing will combine Eximbank 
and AID grant money with 
Eximbank guarantees of com- 
mercial financing. The pro- 
gramme wQl finance projects 
in sectors heavily targeted by 
Japan and western European 
countries: telecommunications, 
transportation, power and con- 
struction equipment All of the 
projects wUl meet strict eco- 
nomic and technical criteria, 
be of high development prior- 
ity in the recipient coun- 


tries and benefit both pub* 
lie and private sectors. 

We anticipate operating the 
tied aid programme even more 
aggressively this year, given 
our bcefed-up Eximbank 1991 
budget with the war chest 
Increased by nearly halt Con- 
gress has approved a sharp 
increase in AID funding 
authority for tied aid projects 
with Eximbank - from 4Sm 
last year to $300m In fiscal 
1991. This stretches our US 
government grant capacity for 
mixed credits to as much as 
$500m which could he lever- 
aged with Eximbank guaran- 
tees of commercial w««mring to 
support glJbn In US exports. 
The Importance of toe joint ini- 
tiative lies not just in d oll ar 
export figures, however, but 
also in toe administration's 
resolve to fight fire with fire. 

The US will press 
for greater discipline 
on tied aid. We will 
be watching how oar 
trade partners react 
to our initiatives 

and to trim - if not end - this 
expensive practice. 

Suited by this muscle, the 
United States will press tor 
greater discipline in the use of 
tied aid by other countries. We 
will be watching how our trad- 
ing partners react to our mixed 
credit Initiatives. We hope to 
find a solution through the 
negotiating process in the 
OECD talks which resume next 
week. However, should the 
talks not produce results, we 
will expand our tied aid capaci- 
ties. 

ft is to everyone’s benefit to 
deal quickly with this trade- 
distorting practice. Commer- 
cially-motivated mixed credits 
ultimately hurt everyone - 
buyers, recipient and exporting 
countries, all traders, ft sabo- 
tages the trade liberalisation 
trend sweeping the developing 
world, at a time when trade is 
driving world economic 
growth. For these reasons, the 
Issue will remain a top priority 
of the US government. 

The author is chairman cf the 
US Export-Import Bank. 



ANYONE WILL FORGIVE US THIS TEMPORARY 


When most companies talk about high 
standards, they rarely have this much reason. 

But at ICI Chemicals & Polymers, as part 
of our commitment to total quality, we’ve just 
notched up over 100 third party registrations 
under the ISO 9000 series. Better known in 
Britain as BS5750. 

We’re the first company to do so. And we’re 
adding 10 more every month. 

Achieving registrations under this standard 
demonstrates to our customers that our 



quality systems have been independently 
audited - and found to measure up. This means 
our products and services will consistently 
meet our customers' requirements. 

We are committed to continuous improve- 
ment across all our businesses and the 
registrations are in every area of our inter- 
national operations. 

They represent £2.5 billion of our total 
sales. And show how much effort we wEl invest 
to improve our service to our customers. 


World Class 






EC moves 
to curb 
post office 
monopolies 

By Tbn Dickson 

In Brussels 

K*ANS to curb the monopoly 
Of national post offices are 
being finalised by the Euro- 
pean Commission. 

The draft proposals, which 
prom ise to open Lucrative 
p osta l markets to private com- 
petition, are set out in a confi- 
dential paper due to be dis- 
cussed by representatives of 
member states in Brussels 
today. 

Tte proposals would endorse 
th e rig ht of governments to 
maintain exclusive letter ami 
printed paper services. How- 
ever, other key services would 
be freed to the private compa- 
nies which proliferate in the 
mail market, significantly 
increasing consumer choice in 
these areas. 

Nat iona l post offices would 
be required to give up their 
regulatory functions, anti-com- 
petitive cross-subsidies by the 
monopoly operators would be 
curtailed and the system of 
charging between national 
postal administrations for 
de liver ing each other’s mail, j 
known as terminal dues, would I 
be made to reflect costs. 

Intense lobbying firom all 
sides has marked the prepara- 
tion of the Commission’s dis- 
cussion document, which was 
scheduled. for publication in 
July 1989,' Many in Brussels see 
liberalisation as not only desir- 
able but Inevitable in the wake 
of developments in the tele- 
communications sector. 

Others worry that change 
may threaten the viability of a 
universal postal system. 

If adopted by member states, 
the draft recommendations 
would pose a big challenge for 
the EC's 12 national post 
offices which have a total 
workforce of L25m people. 

They would also create prof- 
itable opportunities for pri- 
vately owned letter and parcel 
operators and result in more 
varied services for business 
users. 

The draft paper concentrates 
on three main areas: general 
regulatory issues, obligations 
for postal adirawto r atianR, and 
the need for harmonisation 
and cohesion between different 
parts of the Community. 

One of the most sensitive 
Issues is how the EC should set 
criteria for defining the 
so-called “reserved” services of 
letters and {Hinted papers. 

The suggestion is that this 
should be done by a combina- 
tion of weight and price, with 
the weight criterion - cur- 
rently ranging from 500g to 7kg 
depending on the member 
state - fixed at below 5D0g. 
The paper concludes that in 
defining the limits of a future 
universal service “the least 
restrictive option” should be 
chosen. 

The “non-reserved area”, 
where public and private oper- 
ators would be able to compete 
under “minimal" regulations, 
would include parcels, express 
services, unaddressed items, 
self-deHvery items and interna- 
tional “remaH”, which is the 
practice of sending bulk mail 
through post offices which 
offer the best rates. At one 
point, however, the report 
refers to remail as a “parasitic” 
practice. 

Fed move cuts 
banks* costs, 
boosts credit 

Continued from Page 1 
Yesterday’s relaxation releases 
reserves worth about $13.6bn. 

Tfaese are assets on which 
banks have been earning no 
interest at the fed. At current 
interest rates, the move could 
Increase gross bank earnings 
by up to Slbn, according to Mr 
Bob Giordano, chief economist 
at Goldman Sachs. 

Mr David Hale, economist at 
Kemper Financial Services, 
described the move as a profit- 
boosting exercise for the bank- 
ing industry. 

It was a “band add” which 
would need to be fallowed by 
“bandages if not open heart 
surgery". 

Alan Friedman adds from New 
York: Bank stocks rose sharply 
on Wall Street in response to 
the Fed’s move. At mid-session 
Citicorp’s share price was 
marked Si higher at $14 in 
heavy trading. 

Mr Thomas Jones, Citicorp’s 
senior executive in charge of 
finance, said; “The absolute 
numbers are not the important 
thing, but from a psychological 
point of view this will be an 
important development” 


Brussels outlines Soviet aid plan 


By David Buchan in Brussels 

THE European Commission 
yesterday sketched out to EC 
foreign ministers plans to help 
the Soviet Union with more 
than Eculbn ($l.3bn) in 
short-term food aid and a lon- 
ger-term western effort to 
make the rouble convertible. 

Mr Jacques Delons, the Com- 
mission president, said he bad 
been told by Mr Yuli Kvitsin- 
sky, a deputy Soviet foreign 
minister, here on Monday, that 
President Mikhail Gorbachev 
“now believes that one of the 
pillars (of perestroika) should 
be monetary reform, because 
that would be the only way of 
assuring relative monetary sta- 
bility". 

But Mr Defers made clear i 
that the EC would let the Inter- 
national Monetary Fund take 
the lead in co-ordinating such 
macroeconomic help. Prepare- j 
tion of the EC assistance pack- 
age for the Soviet Union moved 
into high gear yesterday, after j 
Mr Kvitsinsky’s visit. 

The Soviet minister handed j 


Mr Defers on Monday night a 
list of some Rbs2.2bn worth of 
food, drugs and medical equip- 
ment which Moscow hopes 
western Europe will provide. 

The Commission Is now 
reworking its preliminary pro- 
posal for Ecul.3bn in mixed 
loans and grants to finance EC 
shipments of food In the light 
of Mr Kvitsinsky’s request for 
meat, butter, milk powder, 
cooking oil, children's food, 
and pasta. Such aid would be 
targeted at the neediest in the 
big cities, where shortages 

«fixnn greatest. 

Mr Kvitsinsky specifically 
said his country was not ask- 
ing for cereals, which It evi- 
dently hopes to buy elsewhere. 
This is despite the feet that the 
EC has large grain stocks, and 
that Brussels estimates Soviet 
food import needs at Ecu3bn 
for next year, with wheat, bar- 
ley, maize and soya accounting 
for most of this value. 

Other elements of the pack- 
age, which will be put to EC 


governments in time for their 
finance ministers to discuss 
them at a special meeting here 
nest Monday and at the Rome 
summit on December 14, are: 

• Removal of all quotas spe- 
cifically directed at Soviet 
imports into the EC- 

• Technical assistance, worth 
some Ecu400m next year and 
rising to EcufiOOm in 1992, to 
improve transport, telecommu- 
nications, and food production, 
distribution and storage. 

• Aid worth some EcuSOm to 
help the Soviets prospect for 
gas in the Barents Sea, 
improve gas liquefaction in the 
Yamal peninsula and aro und 
the Caspian, and rehabilitate 
ageing nuclear reactors. 

With the current lack of clar- 
ity over the pace and efficacy 
of Soviet economic reform, 
Brussels is not proposing 
macro-economic aid. 

By contrast, the Commis- 
sion's proposal for a new $7bn 
financial safety net for eastern 
Europe will be on the table 


today when ft convenes a meet- 
ing here of the Group of 34 

western aid. donors. 

However, after a Monday 
night meeting between. Mr 
Defers and Mr Michel Cam- 
dessus, IMF nmnqg ln g rl'nwrtw 
ft is thoug ht likely that the lat- 
ter Institution’s preference for 
ad hoc operation will prevail, 
starting with a stabilisation 
fund to make the Czechoslovak 
koruna convertible next year. 

EC food aid proposals are 
exciting concern among other 
traditional Soviet food suppli- 
ers, ranging from Hungary to 
New Zealand which are 
already owed money by 
Moscow. Community food 
stock managers would like to 
unload substantial quantities 
on the Soviet market, but 
unless this were done at near 
normal prices on near normal 
credit terms, it could sabotage 
chances for a a Gatt reform of 
form trade. 

EC security. Page 2; Gorba- 
chev’s plan, Page 2 


Return of an uncertain climate 


By John Barham in Buenos Aires 


PRESIDENT Carlos Menem ’a 
swift decisive action in crush- 
ing Monday’s mutiny by a 
group of extremist Argentine 
army officers was widely 
applauded yesterday. 

Officials stressed that only a 
few hundred men, all from the 
army, participated. The armed 
farces, they claimed, remained 
overwhelmingly loyal as in 
previous three mutinies that 
have occurred here since 1987. 

Nevertheless, the brief but 
bloody events, which came two 
days before today’s visit of 
President George Bush, have 
damaged Mr Menem's efforts to 
demonstrate that the country 
was at last on the road to polit- 
ical stability. 

Mr Menem’s hamniwg of this 
mutiny was in sharp contrast 
with that of former president 
Raul Alfonsln who allowed pre- 
vious rebel groups time to air 
their grievances. This should 
enhance his prestige. But he 
will now have to be even more 
wary of unrest inside the army 
coalescing with civilian discon- 
tent, creating the environment 
for political instability that 
plagued the previous Alfonsln 
government 

Perhaps of more immediate 
concern is the impact of the 
mutiny on Mr Menem's moves 
to introduce free market poli- 
cies and to restore business 
confidence in Argentina. A 
western diplomat commented 
yesterday: “Until Monday you 
could talk about stability and a 
positive climate for Investment 
in Argentina without a smirk 
or having people break out in 
laughter.” 

Retired Colonel Mohammed 
AH Seinekitn, the rebels' spiri- 
tual leader, and his fanatical 
right wing followers, have cre- 
ated a political constituency 
within the army by friendfag 
day to day concerns such as 
tile high cost of living and tow 
wages, with their own agenda. 
Many enlisted men and non- 
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severely as the law permits. 
During the rebellion he warned 
that the ringleaders could face 
the death penalty. However, 
punishment alone will not 
stem the discontent. He will 
probably increase pay and mili- 
tary budgets, despite the gov- 
ernment’s delicate finances. 
Observers believe that Army 

wnnnviBitoi- Run Martin BOQ- 

net will be retired to be 
replaced by a tougher soldier 
in a partial concession to 
underlying sentiment in the 





Menem denounces coup attempt: during the mutiny he 
warned army rebels that they could face the deatii penalty 


commissioned officers waiting 
to go into action against the 
rebels on Monday told, report- 
ers that they viewed their offi- 
cers as corrupt, politically 
motivated traitors who were 
cynically betraying military 
ideals. 

In the words of one soldier, 
they want Col SeinekUn made 
head of the army to thwart “a 
government plan to destroy the 
army, the repository of all 
patriotic values". They yearn 
for an Argentina purged of the 
left wing traitors and free of 
submission to foreigners: par- 
ticularly the US and Britain. 


The officers, however, show 
nothing but contempt for the 
rebels. Although Col Setodi&n 
was decorated as a war hero 
after the 1982 Falklands war 
with Brita in , a captain said “he 
is not a good soldier because 
he does not respect the chain 
of command or obey his superi- 
ors". 

It Is also significant that 
only officers were directly 
involved in suppressing the 
rebellion, probably fearing that 
the troops would not obey their 
orders. 

Mr Menem will doubtless 
punish the rebel leaders as 


Major’s Gulf visit will stress I French hit at 

, Germans ovei 

UK’s resolute stance on Iraq budget policy 


The soldiers, like ordinary 
Argentines, also demand 
action against corruption and 
improved living standards. The 
rebellion coincided with a ris- 
ing wave of public anger over 
reports of corruption within 
the government which is 
widely believed to reach the 
highest levels. Mr Menem will 
find it lass easy to deliver on 
these demands. 

Prosperity requires invest- 
ment, which itself can only 
come with stability and sound 
government policies. Mr 
Menem has made impressive 
advances In reforming the 
economy and reducing infla- 
tion. 

But businessmen often com- 
ment in private that although 
they are heartened by the gov- 
ernment’s free market polities, 
they plan to wait, possibly for 
years, before risking new 
in v es t ments in Argentina. 

Mr Araaldo Musich, an 
Argentine business leader, 
suggested yesterday: “The 
uprising should not affect 
investment much because deci- 
sions are taken by carefully 
studying a country and looking 
at its profitability.” 

He added that the govern- 
ment’s quick action, the solid- 
ity of democratic institutions, 
and its determination to con- 
tinue with pro-business poli- 
cies demonstrated Mr Menem's 
strength. 

French hit at 
Germans over 


By PhIHp Stephens and Robert MauOiner in London 


MR JOHN MAJOR, the British 
prime minister, is to visit the 
Gulf in the next few weeks to 
underline his government’s 
unshakeable commitment to 
securing Iraq’s withdrawal 
from Kuwait. 

Mr Major, who yesterday 
met General Colin Powell, 
chairman of the US Joint 
Chiefs of Staff, indicated he 
would stick to the uncompro- 
mising stance adopted by Mrs 
Margaret Thatcher, his prede- 
cessor. 

Mr Major’s announcement 
coincided with an offer by the 
European Community to hold 
talks in Rome with Iraqi for- 
eign minister Tariq Aziz after 
his meeting with US President 
George Bush in Washington, 
expected to take place shortly. 

Mr Bosh offered talks with 
Iraq after winning the support 
of the United Nations Security 
Council for a resolution 
authorising the use of force if 
Iraq had not withdrawn from 
Kuwait by January IS. 

Mr Tariq Aziz's talks in 
Washington will be followed 
later this month or in early 
January by a visit to Baghdad 
by Mr James Baker, the US 
secretary of stale. 

Referring to the forthcoming 
US-Iraqi talks, Mr Major said 
in a speech to Conservative 


party activists in London that 
there could be “no question of 
negotiations, concessions, par- 
tial solutions or linkage to 
other issues”. 

Iraq had to withdraw from 
Kuwait totally and uncondi- 
tionally, the legitimate govern- 
ment bad to be restored and all 
hostages had to be released. 

Mr Major said he backed the 
decision of Mr Bush to “travel 
the extra mile" to achieve a 
peaceful solution. But, follow- 
ing the latest security council 
resolution, the decision on 
whether force would be used 
now rested with President Sad- 
dam Hussein. 

If he withdrew, “he need 
have no fear of attack”. But if 
he diri not, intomatinnal 
community would have to act 
to preserve the vital principle 
that aggression should not be 


Downing Street said no dates 
had been fixed for Mr Major’s 
visit but indicated that ft was 
likely to be during the parlia- 
mentary recess, which runs 
from December 22 to January 
7. He is expected to meet the 
leaders of most of the front-line 
states in the region and to visit 
the British troops in Saudi 
Arabia. 

Before that, Mr Major Is to 
visit Washington for talks with 


Mr Bush which are also expec- 
ted to centre on the Gulf crisis. 

Mr Major's undertaking that i 
Mr Saddam need not fear any 
attack from the US-led coali- 
tion of forces facing him in the | 
Gulf echoes a statement made 
by Mr Baker last Sunday. 
“There was never any sugges- 
tion that force would be used if 
the UN resolutions are com- 
plied with," the US secretary of 
stgte said. 

- That position was endorsed 
last week by the five perma- 
nent members of the UN Secu- 
rity Council, after the adoption 
of the resolution allowing the 
use of force if Iraq had not 
withdrawn from Kuwait by a 

Specific rioarfltwa 

Meanwhile, Iraq's ruling 
Revolution Command Council, 
chaired by Mr Rad dawn, tried to 
defuse its tense relations with 
Moscow by announcing that all 
3,300 Soviet citizens kept 
against their will in Iraq 
the invasion of Kuwait would 
be allowed to leave from today. 

The Soviet Union last week 
voted for the security council 
resolution on the use of force 
and Mr Eduard Shevardnadze, 
its foreign minister, warned 
Iraq that Moscow would send 
troops to the region if Soviet 
citizens in Iraq were harmed. 


Continued from Page 1 
This has hindered Ranfc of 
France from lowering its own 
interest rates and has imposed 
increasing strain on other 
members of the European Mon- 
etary System by pushing the 
D-Mark to the top of its permit- 
ted range in the exchange rate 
m echani s m and accentuating 
the rise of all European curren- 
cies against the US dollar. 

French politicians have until 
now restrained their criticism 
of German policy makers in 
the belief that the question of 
raising taxes could not reason- 
ably be aired until after last 
weekend’s elections. Now that 
the election is over, they are 
looking for a swift commit- 
ment to lower the Goman pub- 
lic sector deficit 

Arguing fin: a rapid mows- , 
meat towards European mora- 
tory union, Mr de Larosfere 
warned that the current Euro- 
pean Monetary System, ! 
although it could be slightly 
improved on an operational 
level, was reaching the limits 
of Its potential for developing ! 
monetary cooperation. 

The c ommit ment of the 12 
member countries of the EC to ! 
combining freedom of camtel 
movements with fixed 
exchange rates implied a need 
to move beyond harmonisation i 
to a foil integration of mone- 
tary policies, he said. 

German growth. Page 3 i 
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A Fed carrot for 
the banks 


It is more than four years since 
the US Federal Reserve cut its 
discount rate and nearly a year 
since US commercial banks 
last cut their prime rates. Nev- 
ertheless, the importance of 
yesterday's cut in the Fed’s 
bank reserve requirements 
should not be underestimated. 
Xt is the clearest sign to date 
that the authorities are 
increasingly concerned that 
the US banking system is not 
playing its part in preventing 
the US sliding into deep reces- 
sion. 

The double digit dividend 
yields of most of the famous 
US money centre hanks testi- 
fies to the stock market’s 
understandable concern about 
the condition of US bank bal- 
ance sheets. Rising bad debts 
and chronically weak profit- 
ability have Tiwoant that many 
banks are far more interested 
in shrinking the size of their 

halftTiBB sheets thaw trepwiHhig 

them. The Fed can ease as 
much as it likes. But if the 
banks are not passing on the 
benefits to their customers in 
the form of cheaper money, 
then it is self-defeating. 

By boosting bank profitabil- 
ity, the Fed is hoping that it 
can kick-start the banking sys- 
tem tack into life. The big 
rmte nfW Yi is whether there are 
the borrowers out there who 
still want to borrow. The more 
imp tMtiks about it, th e more 
last week's optimistic noises 
from the OECD about the US 
ability to avoid a recession 
seems to strike the wrong note. 

UK companies 

The problem of the UK cor- 
porate sector's financing deficit 
is getting worse. Yesterday's 
official figures for the liquidity 
ratio of large UK companies - 
broadly, cash or near-cash to 
short term debt - show the 
ratio at its fewest since the 
1974-75 recession and half what 
it was three years ago. The 
remedy has been clear for 
some time now. Companies 
must cut down on capital 
expenditure, acquisitions and 
- perhaps most urgently — 
dividends. 

The last is now finally hap- 
pening, as demonstrated yes- 
terday by GEC. BZW points out 
feat the graph Of the liquidity 
ratio over the past dozen years 
has fitted remarkably with 
that of dividend growth eigh- 
teen months later. On that 
basis dividend growth should 
have been collapsing since 
early 1989. In fact it was sus- 
tained unt il the middle of thfa 
year, whan Id held Its interim 
payment 

As it happens, Id has also 
given a public lead in cutting 
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tack its investment plans. The 
co m pa n y has resumed the role 
of efnaTirfai bellwether, as it 
did & decade ago in catting its 
dividend. It is the mace signifi- 
cant that ICI takes a more 
gloomy view of the length and 
depth of the recession than 
most of its peers. If that Is 
right, cutting back capital 
expenditure would .be a good 
way of reducing the impact on 
UK corporate earnings as a 
whole. Even by comparison, 
with the last recession, the UK 
produces fewer of the things 
which mmpftniaw invest in. If 
nothing else, an investment 
moratorium would do its hit 
for the balance of payments. : 

GEC • • 

. GEC’s failure to .increase its 
dividend was the chief feature ' 
of an otherwise dour set of 
interim figures. This may 
reflect little more than the fact 
that it Is becoming fashionable 
for members of GEC’s peer 
group to keep their powder 
dry- nut yesterday’s results 
brought farther ntmflrmgtinn, 
if any were needed, that Lord 
Wetnistock's traditional. reluc- 
tance to spend money has been 
largely vindicated by the 
results of his recent spending 
spree. Neither Flessey nor Fer- 
ranti iS covering Its fina tiring 
costs. Shareholders would have 
been better off had the cash 
mountain stayed in the tankT 
It remains difficult to see 
how the group will emerge 
from its strategic Impasse and 
recover forward momentum. 
Interest income has suffered 
and fits peace dividend seems 
to translate into slower growth 
in the real dividend and lower 
aiirnfap per share. The brig ht, 
est spots are GEC’s strong 
order books and continued 
research spending. But the 
group has dearly signalled 
that the second half is showing 


precious few signs of t tedud' 
‘ tion in the rdentleas pressure 
un its businesses, ft Is the duRr 
ness of • the outlook, - rather 
than fear of a dividend cut, 
which leaves the shares, on a 
running yield of 7 per cent 

Trafalgar House 

So Trafalgar House has held 
its final dividend, even though 
tt wwwwft faalriwg £25m OUt Of 
rese r ves. Its balance sheet does 
not look as bad as once feared, 
fhmig b one has to make ora’s 
own assumptions about the 
correctness of. the £96m prop- 
erty writedown. Net borrow- 
ings and gearing are modestly 
down and even with the 2154m 
of off-balance sheet loans, the 
£499m debt load Is manageable 
given the group’s cash flow 
and committed credit lines. 

-Given the history of this 
group tt always was ha rd to 
{pm gtTip it cutting the payout, 
even though. this would. tare 
allowed tt to take better advan- 
tage of distress sales in the 
market it knows best, commer- 
cial property. But It Is unlikely 
to raise its dividend much for a 
while either. Ev en w ithout any 
more property write-oHs, this 
year's prafttsaxe not going to 
be much .different from last 
year’s £X5S.7m. The only conso- 
lation Is that falling i n te re st 
rates increase.Che attractive- 
ness of any- papier" yielding is 
percent. .• ■ : * .- - 

. ' ' • J- v.;'i '• ’ ■ ' ; 

Siebe 

- The market reaction to 
glebe's purchase of Foxboro 
has been eo violent that it is 
tempting to see tt as overdone. 
'Despite the bounce in the past 
month, the shares have under- 
performed by nearly 40- per 
cent since the deal was 
announced in June. At yester- 
day’s 305p they are on a pro- 
spective yield of 7.2 per emit, 
having just announced a 10 par 
cent increase In the interim 
dividend: 

The good raws is Oat the 
group’s debt is conservatively 
structured, with interest likely 
to be covered more than four 
times la the eecoad half 
against a covenanted require- 
ment of only twice. More fbr- 
tddding.is the fact that at a net 
1584m the debt Is more than 
twice net tangible assets and 
almost precisely equal to 
Slebe’s market capitalisation. 
On a tad case assumption that 
owmfngw will be flat thi« year 
and next with sharp recovery 
thereafter, the stares . look 
cheap. But given the uncertain- 
ties, the greatest of which is 
the length and depth of the US 
recession, the market may he 
slow to see tt that way. 
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Bundy International is just one of the II uroup companies getting the critical answers rieht 
They are developing high-efficiency heat exchangers that will make it possible to renlace 
CFCs in refrigerators with new non-poUuring gases without huge increases 
in electricity consumption. 

Without diem, more of the woritTs power would be devoured. 
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Royal Bank of Canada 

suffers 11% drop 

Canada’s biggest financial institution. Royal 
Bank of .Canada, has suffered an 11 per cent 
drop in income as rising corporate and con- 
sumer loan losses took their toll. The bank’s 
domestic business has been hit by an economy 
in fully-fledged recession, by continuing high . 
interest rates and the impact of the high Cana- 
dian dollar on resource industries’ export earn- 
ings. Bernard Simon reports on the results. 
Page 21 


How to succeed in trading . . . 

At the age of 29, Ange- 
los Mfchalopoulos (left) 
is one of New York's 
most successful traders 
and earns more than 
$1Qm a year for himself. 
The secret of his suc- 
cess - he reads the 
newspapers a day late, 
does not watch TV, and 
surrounds himself with 
banks of computers 
showing price move- 
ments for 45 markets across the world. 
Deborah Hargreaves talks to Mr Mfchalopoulos 
as he prepares to move his operation to Lon- 
don. Page 23 


Nagaoka wraps up loose ends 

The compact disc revolution has claimed 
another victim. Nagaoka, a leading Japanese 
maker of record styluses, yesterday announced 
its imminent demise, prompted by a collapse 
.in rales. But the rap music craze may yet pro- 
vide some small hope for its subsidiary, Yama- 
gafa Nagaoka, which wilt continue to 
manufacture styluses to meet orders. “We 
understand that popular rap music relies on 
the needle-scratching method,* the company 
sakL Page 20 


Troubla in storage 

France is more depen- 
dent on nuclear energy 
than any other country 
In the world — but it has 
made less progress on 
finding deep waste stor- 
age .sites than any other 
big nuclear producer. 
Last February, Prime 
Minister Michel Rocand 
(left) bowed to local 
pressure groups and 
halted geological sur- 
veys of tour possible sites to allow for a 
rethink. This month, the whole issue is due to 
come to a head with the publication of the 
results. Page 27 


Foseco shoots at tna m p target" 

*lf fl»y were trying to 
deliver a knock-out punch, 
m JttL they’ve missed the target" 

■ rtnrh ' m That, according to Tom 

■ -A*Ul W±. M Long, chairman of Foaeco, 
■awas sums up the revised bid by 

Burmah Castro! for his spe- 
eighty chemicals and abra- 
sives group. But analysis 
yesterday said the new offer would probably 
be enough to secure control of Foseco, unless 
the market advances significantly between now 
and the new closing date of December 21. 
Andrew Bolger reports. Page M 
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Deutsche Bank operating profit up 6% 


By Katharine Campbell In Dusseldorf 


DEUTSCHE BANK, the biggest 
bank in Germany, yesterday 
disclosed for the first time the 
ton extent of Us total operating 
profits, revealing a 6 per cent 
increase to DM4J3bn (S2.73bn) 
for the first 10 months of 1990- 

Bat although total operating 
profits moved ahead, trading 
profits at the parent company 
level were hit badly hy the crisis 
in the Gulf and. Us adverse effect 
an the stoc&markets, the bank 
said. Trading profits dipped 6 per 
cent for the 10 months to 
DBGLBZbn. 

Indicating the severity of the 
turnrotmd in operating condi- 


tions since June, parent trading 
profits foil by 55 pear cent after a 
10 per cent improvement for the 
first half. 

Write-downs of DBflAlm on 
equity holdings and DM34m mi 
fixed-income securities were nec- 
essary, with an overall figure of 
DM240m for the group; Deutsche 

Bairi- 

By disclosing total operating 
profits, which take account of 
securities write-downs but 
exclude loan provisions, the bank 
afana to bring itself more in ifa* 
with international accounting 
practice. 

No comparable figure for 1989 


was given, so that percentage 
changes stfil follow the German 
conven ti on of uyi2ths compari- 
sons. 

Partial operating profits at par- 
ent level were 7.8 per cent higher 
than last October at DM135bn. 
whereas the group showed a l&S 
per cent increase to DU3.7bn. 

Performance at group level was 
superior to that at the parent, 
thanks largely to earnings 
improvements in southern 
Europe, including Italy, together 
with the inclusion of profits from 
the newly-acquired Morgan Gren- 
fell, the UK merchant bank (not 
quantified) and revenue from the 


Can the numbers man 
keep the magic going? 


David Owen looks at BTR’s new top appointment 

A LAN JACKSON was in ted an eyelid as the economy described as “an ahytittfr 
London for a BTR board weakened. Among the most per- of a deal” by analysts and 
meeting two weeks Siu> suasive ar g um ents advanced to acmrisitinn of the centurv 1 


A lan jackson was in 
London for a BTR board 
meeting two weeks ago 
on that fateful Saturday when 
Australia beat England at every- 
thing from rugby to netball 
“He was certainly enjoying 
himself,'’ Christopher Bun, the 

in <1 nutria! conglomerate’s 

director, recalls. “With Alan, you 
quickly know if England are not 
doing well at cricket’* 

But sporting scor es are just 
one facet of the BTR chirf execu- 
tive designate’s reputation as “a 
numbers man”. As managing 
director of BTR Nylex, the UK 
group’s fast-growing Australian 
offshoot, be implemented a disci- 
plined system of profit plans and 
carefully studied monthly opera- 
tional reports. 

A stout, bespectacled figure, be 
is also the antithesis of flash. 
“Alan is as far away from Donald 
Trump as you can possibly imag- 
ine. His motto would be 'success 
breeds success and not excess',” 
says one Lcmdost-baaed analyst. 

In both these respects, Mr 
Jack son, 54, is a chip off the old 
BIS block. After 13 years with 
the group, he la not expected to 
change significantly its tried and 
trusted formula. This, simply 
stated, is to ffft margins at under- 
perfonnliig compaides by cutting 
costs and raising prices.. The for- 
mula helped to generate growth 
in real annual earnings per share 
of 18 per cent from 1979 to 1989; 
and it has been described by 
John Cahill, the retiring chief 
exec uti ve, as BTR’a “magic dust*. 

But 8 economic downturn has 
become recession, the dust has 
lost some of its sparkle. Interim 
pre-tax profits unveiled in Sep- 
tember wexe ahead just &6 per 
cent from £49 7m ($954m) to 
£530m. This contrasts with the 
gronp’s performance between 
1080 and 1982, when it hardly bat- 


ted an eyelid as the economy 
weakened. Among the most per- 
suasive ar g um ents advanced to 
explain the current hiccup is 
that, to maintain growth, BTR 
needs a diet of u nderperforming 

a *Af^ad^^rf frenetic take- 
over activity in the principal 
Anglo-Saxon economies, suitable 
candidates are exceptionally thin 
on tiie ground. And when they 
have been located - as with Nor- 
ton, the US abrasives and plastics 
group which BTR tried to buy 
earlier this year for $L64bn - 
the group has been unable to 
secure a deal- on acceptable 
terms. 

Mr Jackson’s track record 
would suggest that if anyone can 
locate and successfully pursue 
the type of takeover targets 
which axe the essential grist to 
BTR’s mUL he can. 

This did not stop BTR’s Share 
price from slipping I2p yesterday 
to 826p. Institutional investors, 
however, said the movement 
should not be interpreted 8 a 
vote of no confidence. “When 
there’s a change, (me just pauses 
for breath to see If there is any 
difference in strategy,*’ says ' 
Steve Weaver of~tfae UK insur- 
ance group, Norwich Union, 

Ol purred by acquisitions. BTR 
Nylex was transformed in 
k-J six years under Mr Jack- 
son’s tutelage from BTR Hopkins, 
a rubber products group with 
sales of A$U5m (US$89m) m 1984. 
into Australia's largest industrial 
manufacturer. The offshoot now 
provides just under 40 per emit of 
BTR’s overall earnings before 
interest and tax. 

Mr Jackson’s most important 
strategic move was the AgLSbn 
acquisition of ACI International, 
a packaging and buQdine nrod- 
ucts group, in 1988. This has been 


W ith the recession biting; 
It is generally assumed 
that Mr Jackson will 
have to kick his acquisitive heels 
for a spelL Indeed, BTR chairman 
Sir Owen Green emphasised ear- 
ner this v/eet that these are “dif- 
ficult times” for those with Mr 
Jackson's “expansionist” nature. 

However, Mr Cahill reminded 
any who would listen in Septem- 
ber that “difficult markets have 
historically created good acquisi- 
tion opportunities for BTR”. In 
grmflflT v ein, Mr Bull pronounced 
BTR’s 49 per cent interim gearing 
level as “comfortable”, with net 
drift unchanged at £L2Ebn. 

At the time, these remarks 
lost in the stampede 
tosarilfop^sbares, Much slid 40p 
on the day .to. 31£p- BUt .dearly 
BTR’s preparedness to pounce 
should not be underestimated. 

Mr Jackson’s appointment, 
coupled with the unhappy Nor- 
ton experience, has reinforced 
some views that when it comes, 
the next thrust will be in Asia. 

“The Pacific basin is obvi ously 
tiie area of growth for BTR over 
the next 10 years," says a senior 
investment manager at one large 
insurance company. “It seems 
logical to me ... The next acquisi- 
tion step has got to he seen to be 
successful” 


GEC falls 4% midway and 
falls to increase dividend 


By Michael Skapinfcer in London 


THE GENERAL Electric 
Company of the UK yesterday 
reported half-yearly pre-tax prof- 
its down 4 per cent to £&42m 
(tSB 7m) and railed to Increase its 
dividend for the first in liv- 
ing memory. 

Lord Weinstock, managing 
director, said the outlook for the 
year as a whole depended on the 
pmfoaoance of the world econ- 
omy. 

Operating profits rose 14 per 
ewnt to £287m in the six months 
to September 30. Group turnover 
totalled £4-4bn (£&.7bn). But pre- 
tax profits were pulled down by a 
fall in i n terest income to £49m 
(£95m), as a result of payments 
for the purchase of parts of the 
Flessey and Ferranti groups. The 
profits from the new businesses 
did not compensate for the loss of 
interest 

Raming s per share were 7.7p 
(&6p) and interim dividend was 
maintained at 2JS5 pl 

Lord Weinstock refused to . 
ftrtmmit htmwdf on prospects for 



the rest of the year or to say 
what the final dividend would be. 
“We don’t know how things are 
going to be in the second half or 
thereafter,” he said. “Noone can 
look at the world economy today 
and be optimistic for the immedi- 
ate fixture. We are not pessimis- 
tic. We take a neutral view. Let’s 
see what happens." He said there 


would be farther redundancies in 
the second half of the year, 
although he could not say how 
severe they would be. 

During the first six months, 
the group reduced employee 

numbers by 0/400 to I67JQOO. Lord. 

Weinstock said the redundancies 
had affected businesses previ- 
ously owned by GEC as well as 
tease acquired as a result of the 
Flessey and Ferranti takeovers. 

Mr David Newlands, the 
fintihee director, said the weak- 
ness in the UK economy was 
expected to continue in tee sec- 
ond half of the year. 

Lord Weinstock said GECTs 
joint ventures with Compagnle 
Gdndrale d’Electricftd of France, 
SHnirnaiw of Ro many and General 
Electric' of the US provided it 
with some protection against an 
economic downturn. 

“ff there is a slump it will not 
occur uniformly around the 
world or even uniformly across 
Europe,” be said. 

Lex, Pege 19 


Giat studies armoured-vehicle 
project with Usinor Sacilor 


By WMIann Dawkins in Parte 

GIAT Industries, the French 
anus group, and Usinor 
Sacilor, the steel producer, are 
studying a possible link-up 
between their armoured vehicle 


The negotiations between tee 
two state-owned companies 
comes at a time when Giat has 
been busy on the acquisition 
trail Last week, ft took over the 
bulk of the industrial operations 
of Fabrique National© Herstal, 
the nearhankrupt Belgian fight 
amts producer and agreed to boy 
Heckler & Koch, the German pro- 
ducer of machine pistols. 


Cfreusot Loire Industrie, a sub- 
sidiary of Usinor Sacilor. maiw ii 
fight armoured cars and gun tur- 
rets for tanks and warships. Giat 
makes tracked armoured vehicles 
of all tonnages, including the 
AMX 10 and France's Leclerc 
tank, pins terete for go ms of all 
calibres. 

The talks are at an early stage, 
but Giat envisages cooperation 
in the manufacture of tracked 
annoured vehicles and. tank tur- 
rets along the same lines as the 
arrangement that already exists 
In wheeled armoured vehicles 
between itself, tee truck maker 


Renault Vfihicules Industrie^ 
and Creusot Loire. 

The takeover of Fabrique 
Nationals Herstal, which Giat 
expects to complete by the end of 
this year, .will put the French 
gro u p into -the top flight of small 
arms makers and make it a world 
leader in hunting rifles. 

The Fabrique Nationals assets 
being acquired will be structured 
into a new company to be called 
FN NouveRe HerstaL Giat will 
inject the equivalent BFtZbn in 
working capital into tbe new 
company plus BFrBOOm to 
develop new guns. 


new east German operation. 

At the same time, the bank's 
recent rapid expansion M 
ftstolL 

Administration overheads 
ritmhed 2L2 per emit to DM6.6bn 
largely due to tbe construction of 
an east German network. 

Deutsche, which will fold Its 
east German joint venture into 
the parent bank, after assuming 
100 per cent control (currently 
84.7 per cent) by the end of the 
year, currently has 156 branches 
tn the east, with a further 90 

planned. 

Indicating the pace at which 
Deutsche has grown in recent 


years, group business volume 
now amounts to DM401 .Bbn, 
DMKLSbn more than at the end 
of 1989. 

In this year’s increase, Morgan 
Grenfell accounts for around 
DM20bn and the new east Ger- 
man venture about DMl&8bn. 

Higher interest income, at 
DM7Jbn for the group, up 15.6 
per cent, was almost entirely due 
to this higher throughput of busi- 
ness with margins stable at 221 
per cent. 

Fee income grew 263 per cent 
to DM2£bn. helped both tty Mor- 
gan Grenfell and business in the 
east. 


M'i 


described as “an absolute peach 
of a deal” by analysts and as “the 
acquisition of the century” by Mr 
Jackson. 

But tee purchase was not an 
isolated occurrence. Since Mr 
Jack son’s 1984 appointment to 
BTR’s UK board, notable Asian 
acquisitions have proceeded at a 
rate of about one a year: for 
example, the Nylex plastics 
group in 1985, a duster of Tai- 
wanese chemical companies in 

1986, Borg-Wamer Australia tn 

1987, and Feitrax in 1989. 
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SHAKES of BTR Nylex, BTR’s separately-quoted Australian 
a ffi l i a te , dropped is cents to $2.51 yesterday as investors 
realised the “Jackson factor” was about to be removed, writes 
Kevin Brown in Sydney. 

Mr Alan Jackson (above) joined BTR Nylex as manag in g 
director in 1977, when the company's profits were A$217,000. 
Profits last year were A$569m on turnover of A$5hn. 

The son of a fanner from Victoria, he studied accounting at 
night school while working for Kelly and Lewis, a British- 
owned Australian pump maker where be rose from clerk to 
mana g ing director over 25 years. Later he studied at tbe 
Harvard Business SchooL “We Australians have serious infe- 
riority complexes. What I found at Harvard was that X was as 
good as the rest of them,” he said recently. Mr Jackson said 
last night he was excited about the “enormous opportunity” 
awaiting him, hot at least part of his was stQI on the 
potential of the Asla/Padflc region. “I am ... very modi an 
Australian, and I am proud of what I have achieved here, 
dearly I will still hove a little say in what goes on at BTR 
Nylex. I will be a fairly active chairman,” he 


Decline 
at Deere 
worse than 
expected 

By Karen Zagor in New York 

DEERE, the world’s largest 
maker of form equipment, yester- 
day reported a 27A per cent fell 
In fourth-quarter net income on 
revenues which rose by &S per 
cent. 

Deere had warned that the 
declining economy and reduced 
consumer spending and construc- 
tion activity might hurt its 
fourth-quarter earnings, but the 

results were worse than expected 
and its shares fell 22 to at 
mid-day. 

Mr Hans Becherer. Deere chair- 
man and chief executive, said 
previously-announced temporary 
factory shut-downs would result 
In a 20 per cent decrease in pro- 
duction In the first quarter of 
1991 

He added that strong price 
competition would hurt margins 
next year. 

"Aa a result of these factors, 
operating Income of our equip, 
ment operations is currently 
expected to decline significantly 
in 1991 compared with 1990,” he 
added. "In the initial quarter at 
1991, which is normally season- 
ally weak, we expect our equip- 
ment operations to incur an oper- 
ating loss." 

For the three months ended 
October 31, Deere had net earn- 
ings of $74J>m, or 98 cents a 
share, on revenues of $2.G7bn, 
against $10&2m, or $1.37, on reve- 
nues or S2bn last year. 

Mr Becherer attributed the 
lower net income to a sharp 
decline in production of lawn and 
ground care products and indus- 
trial equipment, reflecting the 
company's response to the soft 
economy in North America. 

Net income from Deere’s world- 
wide equipment operations, 
which exclude financial service 
subsidiaries, fell 40 per cent in 
the quarter to $39Jkn from $6&4m 
the previous year. 

Net earnings from Deere's 
credit, insurance and health care 
operations slipped 7.7 per cent to 
$33.7m from $3&5m in the 1989 
fourth quarter. 

For the whole of 1990. Deere 
turned in net income of $4U.lm, 
or $5.42, up from 5380.2m, or 
$5 JOB, a year ago. 

Revenues grew to $7.88ba from 
*7.22bn. 

The company’s worldwide 
equipment operations had net 
income of 5284m, up K5 per cent 
from 5248m in 1989. 

Mr Becherer said Deere would 
reduce company and dealer 
equipment inventories next year 
“by producing well below the 
lavel of antici p ated retail sales”, 
to address the problem of slower 
sales which resulted in high 
inventories for dealers at tbe end 


71»i* announcement appears as a matter record onfy 

Midland Montagu Ventures 


has arranged a 

£ 12 , 500,000 

Funding 

to 

Alan Turner Group PLC 

for the launch of 


Sabre Insurance Company limited 

Equity provided by 

Midland Montagu Ventures 
CENT Venture Managers 

Term Loan and Revolving Credit Facilities by 

Samuel Montagu & Co. Limited 
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This announcement appears as a matter of record only. 


Italian Lire 125,000,000,000 

E.l. du Pont de Nemours and Company 

( Incorporated in Delaware) 

12% % Notes Due 1994 




"«• UI ■rtnV’ 

ESTABLISHED 19B 


Credito Italiano 
Banca Commerciale Italians 
Bancs Euromobifiare 
Banco di Napofi 


Paribas Capital Markets Group 
Banca dAmerica e d’l tafia, Deutsche Bank Group 
Banca Nazionate del Laroro 
Banco <fi Roma 


Credit Suisse First Boston limited Istitnto Bancario San Paolo di Torino 

Italian International Bank pic Swiss Bank Corporation 

UBS Phillips A Drew Securities Limited 


Amsterdam- Rotterdam Bank N.V. 
Banqne Bruxelles Lambert SA. 
BNP Capital Markets Limited 
Commerzbank AktieageseHschaft 
Credit Commercial de France 
DaJwa Europe Limited 
Foji International Finance Limited 
[Ml Bank (LUX) S.A. 

J.P. Morgan Securities Ltd. 

Merrill Lynch Internationa] Limited 
Monte Dei Paschi di Siena 
Nomura International 
Sovanfino 


Cassa 


Banco <fi Sardegna 
Banqne Ginirale da Luxembourg S.A. 
Di Risparmio deUe Provinde Lombarde-Cariplo 
Compagnie Monegasqoe de Banqne 
Credit Lyonnais 


Dresdner Bank 

MUfeogeseBscbaft 


Generate Bank 
Istituto Bancario Italiano S.pA. 
Kredietbank International Group 
Mitsubishi Finance International pic 
Morgan Stanley International 
Societe Generate 


Westdeutsche Landesbank 
dmcntraie 


Berlin means Business 




Berlin invites you to benefit 
from its restored role as the 
East-west metropolis In the 
centre of continental Europe. 

Benin Is the largest industrial 
city in Germany, with ova 1 
3.000 compares, 300 R + D 
institutions and a GDP in 
excess of £ 30 milliard. 



Berlin offers exceptional 
advantages, a unique inter- 
national infrastructure and an 
exciting potential for produc- 
tion and service companies. 

We have assisted over 600 
businesses to establish a 
location in Berlin. May we 
also help you to optimise 
your plans? Our UK office is: 

Berlin Economic 
Development Corporation. 
Casweii House. 

Wharf Street, 

Godaiming. 

Surrey GU7 INN. 

Tel. 0483-42 64 00. 

Fax. 0483-426837. 



Economic Development 
Corporation 


WHAT 
CAN THE 


/RAIN IN 


IOWA AND 



IN RUSSIA# 
DOFORYDUR 


' contract 


AgreatdeaL I W I Jf Where opportunity easts 

Because virtually I J I ■ V vl V I with every grain and oilseed 

everything that affects 

the work! affects the | TXTT7 VI 

agricultural markets. Wfeather: I | | XI 1^ I 
Rallies. Econorrac events. A-iXJ. ^ *■ -J • 

Savvy risk managers Inflow 
the action with Chicago Board oHrade For information on our n ew ag 

agricultural futures and options. Where the market strategy books, call 1-800-THE- 
Bqmdity of established contracts combines with CBOT, ext 3300, or 1-312-435-3558, 
the eaatement of ever-changing markets. ext 3300. 


futures and options. Fora better 
bottom fine from the ground up. 


6 Chicago Boardonrade 
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Stylus maker falls victim to CDs 


By Emiko Terazono in Tokyo 


NAGAOKA, a leading 
Japanese maker of record sty- 
luses. yesterday announced ft 
is to be broken up next week. 

Sales of styluses have col- 
lapsed so quickly since the big 
consumer electronics groups 
put their muscle into promo- 
ting compact disc players that 
Nagaoka not time to 
adjust 

In the Japanese market CDs 
have soared from a 2.7 per cent 
share in 1984 to ©-3 per cent 
last year. Sales of records have 
tumbled to 3J> per cent, and 
they cannot be found in most 
music shops. 

Nagaoka’s stylus sales have 
dropped from a peak of Y5bn in 


1981 to Y700m in the year to 
September 30 1969, and all but 
about 2 per cent of its remain- 
ing sales are to overseas mar- 
kets. 

The company said that 
although it had foreseen the 
decline in sales, it had not pre- 
dicted the speed with which 
CDs would gain ground. It 
attempted to diversify into the 
home video distribution busi- 
ness in the mid-1960s, but got 
in to that area too late. 

It fell into loss last years 
and. after reporting a Y290m 
($2. 15m) pre-tax loss In die six 
months to March SI 1960, die 
directors decided the group 
had to be hroken up. 


Nagaoka _ stopped 


distributing styluses in Sep- 
tember. Its formal dissolution 
will be announced at a stock- 
holders’ meeting on December 

^Despite the havoc that has 
firften on them. Nagaoka does 
not seem bitter. “We are sorry 
for all the trouble we are caus- 
ing our customers," it said. 

Nagaoka been hit harder by 
Japanese technological 
advances than other compa- 
nies. Until the late 1970s, half 
its sales came from making 
parts for analogue watches. 
Then came Seiko’s develop- 
ment of the digital watch 
which meant that, for a while. 


no one wanted hands on their 
watches. , , 

In 1981. the company decided 
to back KCA’s video disc tech- 
nology. supplying the US group 
with pick-ups. But Pioneer pro- 
duced a laser sensor video disc 
system, hitting RCA and, with 
it, Nagaoka. . . ... 

However. Nagaoka s subsid- 
iary, Yamagata Nagaoka, will 

continue to manufacture sty- 
luses to meet orders, mainly 
from overseas. “We Still expect 
some demand from overseas, 
as compact discs are not yet 
that popular, and we under- 
stand that popular ’rap music 
relies on the scratching 
method." the company said. 



T. Boone Pickens: raider 
spumed by Koito 


Sanwa Bank to seal Chinese joint venture 


By Robert Thomson in Tokyo 


SANWA BANK, the Japanese 
hanir , will a delegation to 
Peking today to polish an 
agreement for the first joint 
venture finance company 
involving foreign banks since 
the revolution in 1949. 

The People’s Rawfc of nw™, 
the central bank, has approved 
the venture involving Sanwa, 
the Bank of China, the state- 
run Bank of Communications, 
and the Hong Kong-based Bank 
of East Asia, which will each 
have a 25 per cent stake in the 
paid-up capital of $10m. 

However, the Chinese cen- 
tral bank has derailed a second 
SlOm joint venture involving 


the Bank of Tokyo. Sod£t£ 
Gdndrale of France, the Shang- 
hai International Trust and 
Investment Corporation, and 
the state-ran Construction 
Bank by refusing permission 
for the Japanese bank to par- 
ticipate. 

The Bank of Tokyo said it 
has been punished for opening 
an office in Taiwan last 
August, as the People’s Repub- 
lic government is attempting 
to riiggnarift foreign hanWft from 
developing ties with the island. 

The Japanese government 
was surprised by the decision. 


and is now encouraging Peking 
nannfal 


to see the bank as a financial 


link between the mainland and 
Taiwan. A senior Japanese 
banker said that Bank of 
Tokyo’s exclusion “is very dis- 
appointing" and “shows that 
Taiwan is stQl a very sensitive 
political matter in Peking". 

Foreign banks have had lim- 
ited rights to open branches 
ana octahHch joint ventures in 
the southern special economic 
zones, but the new joint ven- 
ture company - to be called 
the Shanghai International 
Finance Company - is the 
first of its kind in China as a 
whole. 

The company, likely to be 
gfitahiiBhe d by next spring, is 


s ewn as a lead-up to the issuing 
of branch licences to foreign 
banks, which, Hong Kong insti- 
tutions aside, have only been 
able to operate representative 
offices on the mainland. 

Earlier this year. Sh angh ai 
leaders promised that branch 
licences would soon be issued 
for their city, but political 
debate over the matter In 
Peking is believed to have 
delayed approval. 

Sanwa Bank says the new 
company will be permitted to 
d e a l only in hard currency, and 
will offer foreign loan services, 
buy and sen foreign securities, 
and provide consultancy. 


NYSE chief to join the board at Merrill Lynch 


By Patrick Harvereon In New York 


MR JOHN PHELAN, the 
outgoing chairman of the New 
York Stock Exchange, is to Join 
the board of Merrill Lynch, the 
Wall Street securities house 
announced. 

Mr Phelan, who announced 
his retirement from the NYSE 
in February, will join Merrill 
Lynch on January 1. 

Mr W illiam Schreyer, the 
group rhairmaw, aairi that Mr 


Phelan’s “extensive experience 
and expertise in the global 
financial markets will be an 
asset to our board”. 

Merrill Lynch has for long 
been the largest securities 
house in the US. with equity 
capital in 1969 worth $3.15bn. 

Mr Phelan has been with the 
NYSE for 15 years, the last six- 
and-a-half as chairman and 
chief executive. He guided the 


exchange through the turbu- 
lent days erf the stock market 
crash of October 1387 and the 
mini- crash of 1968. 

He has also battled to protect 
the exchange’s position as the 
leading market for trading 
shares in the face of opposition 
from electronic, screen-based 
markets and calls for an end to 
the auction-based system of 
dealing. 


Mr Phelan sits on the boards 
of several US institutions, 
including Metropolitan Life 
Insurance and Eastman Kodak. 


He is also a member of the 
President's Advisory Commit- 
tee on Trade Policy and Negoti- 
ations, and is due to become 
president of the International 
Federation of Stock Exchanges. 

Mr william Donaldson will 
become Chairman of the NYSE. 


Pickens in 
revelation 
over Koito 

By Stefan Wagstyf In Tokyo 


ME T. Boone Pickens, the 
Texan corporate raider, has 
been forced by a change in 
Japanese law to reveal infor- 
mation about his controversial 
acquisition of jk Yl48bn 


($1.04 bn) stake In Salto Manu- 
facturing, a Japanese car petti 
malrer. 

He has disclosed the money 
for the share purchase was 
borrowed from Mr Eitaro 
Watanabe, the Japanese raider 
from whom Boone, Hr Pick- 
ens’ investment company, 
bought the 26.4 pm* cent 

The disclosure will hurt Mr 
Pickens’ campaign to win 
board representation at Koito. 

Koito spurned Mr Pickens 
on the grounds that be wet 
not making a full disclosure 
about his holding aid that Mr 
Watanabe’s intentions were 
hostile. Before he sold his 
state to Mr Pickens In March 
1989, Mr Watanabe tried to 
persuade Toyota Motor, the 
car maker which has close 
nm« with Koito, to buy foe 
stock at inflated juices. 

A revision In Japan’s Securi- 
ties and Exchange Law, which 
came into effect on Decemba 
1, obliges holders of stakes of 
S per cent or more in listed 
companies to file details of 
their investments. Including 
the sources of financing. 


First Pacific goes to main 
shareholder for funding 


By Angus Foster in Hong Kong 


FIRST PACIFIC Company, a 
marketing, financial services 
ami tel ecommniricaiiong group 
listed in Hong Kong, is to raise 
USIlOOm over the next two 
years by issuing convertible 
participating certificates to one 
of the company’s main share- 
holders. 

The money raised will be 
used to strengthen First Pacif- 
ic’s capital base and for new 
investments. The company 
said the funding has been 
structured to provide cheaper 
financing than is presently 
available. Depressed equity 
markets, especially in Hong 
Kong where the company's 
shares are given a low rating, 
have prevented First Pacific 
from seeking new equity fund- 
ing. 

The certificates will be 
placed to the Salim family of 
Indonesia which currently 
holds about 26 per cent of the 
ordinary shares. Following frill 
conversion erf the certificates, 
which will take place alter five 
years at the latest, the family's 
stake will almost certainly 
increase past 35 per cent 


That is the usual trigger 
point for a frill bid under the 
Hong Kong takeover code. But 
the company has secured a 
waiver undo’ the code, based 
on certain conditions, includ- 
ing the approval of the propos- 
als at a special general meeting 
to be held later this month. 

Anglo Chinese Corporate 
Finance is advising First 
Pacific on the issue. The Salim 
family has also elected to 
receive their dividends on the 
certificates in the form of scrip 
rather than cash. 

• A new Issue of shares In 
Yaohan International Caterers, 
the Hong Kong-based restau- 
rant business of Japanese 
department store group Yao- 
han International, has been 
oversubscribed more than 24 
times. 

Following the issue, which is 
set to raise HK$90ra, about 25 
per cent of Yaohan Interna- 
tional Caterers will be publicly 
owned with the remainder held 
by Yaohan International and 
senior management. Dealings 
are expected to start in Hong 
Kong next week. 



RAND MINES 
LIMITED 


RAND MINES 


Q tegrem ac n No. omossang) 
rfandAtiMs”) 


JUmuaZ. GENERAL MEETING 


Notice is hereby given (hai the ninety -fiflh annual general meeting of Rand 
Minas limited will be held in be au dit o rium, lower ground Boor, The 
Comar House, 63 For Street Johannesburg, an Tuesday. 15 January 1991 at 
09.00 far the following business 

I. To reoafoa the audited Croup annual financial statements in respect of 
(be year ended 30 September 1990. 

. 2. To elect directors in aocaxdence with the pro vte d aas of the company’s 
articles of aasodatian. 

3. To place the unissued shares under the central of the directors In tents 
of the provisions cf the Companies Acr, 1973, as amended. 

For (he purpose at determining those members entitled to a tten d and vote 
» the meeting, tbs register of mambas cf the company wffl be closed from 
7 to 1 5 January 1991, both days inclusive. 

A member entitled to attend and vote at the meeting may appoin t one or 
more proxies to attend, vote, speak and act in Ids stead A proxy need not 
be a member of the company. If required farms of proxy are available fr o m 
the tranter no erec a rtee in Joha nn esburg and the United Kingdom re gis t rars 
and paying agents. 

fltmnricxi is drawn to the fact that, if it is to be sHe eti m a completed proxy 
fem most reach the transfer secretaries m. Johannesburg or tta United 
Kingdom registraxs and paying agents at teasi 48 hours before the time 
apponded far the holding of the meeting. 

The bolder of a share warrant to bearer who desires to be represented at 
the meeting oust produce his share wa rr an t or a cemficase of his hniHmg 
from a banker or other approved perron at the bearer reception office of 
the United KtngriCTn registrars and paying agents at least frve days before 
the date ap p oi nt e d far the bolding ai the m oo t in g and -itmti other w ise 
comply with the " Conditions governing share warrants - currently in farce. 
Thereupon, at aXandmce form or a proxy form under which such share 
warrant holder may be represented at the meeting will be Issued. 

By odor cf the board 

aim amra noisnmrj e, umumm) mmrw 
Secretaries Registered office' Untied Kingdom Secretaries: 

perF.D W. PEACHEY l&b Floor Vwdud Corporate Sovfces Limned 

The Comer House 40 Hoibom Viaduct 
63 Fax Street LoodacEClP LAJ 
Johmafaurg 2001 


P: 


E 6 ih Novembec 1990 


Note. 

The 1990 annual re port is being posted to registered shareholder today 
and c opies are available from boktefs at share w ar r a n ts to bearers from tha 
London Secretaries 
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Trafalgar House Results 
for the year to 30th September 1990 



Year to 

%arto 


30 September 

30 September 


1990 

1989 


- 


Operating Profit 

Property and investment 

77.4 

1703 

Construction and engineering 

68.4 

573 

Shipping and hotels 

605 

57.8 


2063 

285.4 

Profits before tax 

155.7 

270.4 

Ordinary dividend 

18.4p 

17.6p 

Earnings per share 

A 

22.0p 

42.8p 


Dividend up 5 per cent to 18.4p. 

T U rnovc r np 7 per cent to record £3.5 billion. 
Developments far sale written down by £95 million. 
Construction and engineering record operating profit of 
£68 mil l i on. 

Shipping and hotels record operating profit of jffil million. 
Profit before taxation £155.7 mflKoa after write-down. 
Borrowings of j£345 million; gearing reduced to 42 per cent. 
Average cost ofb orr o win g 10 peg cent. 

Unutilised committed long teem facilities and ensh of £700 
million. 


TRAFALGAR HOUSE 


TOtsdrert ncmeat has been approved by ‘Biuclie Rami S Cn. which is wnhorired to carry i 

lawiaiuir boabteas by ibe iBsdmee of Chartered Accsumuu in Eoglad and WUen 
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EUROPEAN FINANCE 
& INVESTMENT OVERVIEW 


this 


The FT proposes to publish 
survey on 

January 15 1991. 

It will be of particular interest to the 
89% of European Institutional 
Investors who are regular FT readers. 
If you want to reach this important 
audience, call Henry Krzymuski on 
071 873 3699 or fax 071 873 3079, 
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Siebe chairman to give up 
post of chief executive 


By Charles Uadbeotor, Industrial Editor, In London 


T ic S, 

, rev «K 

over Koitj' 

as fevo» : 

?*K t '^sa& 

** jee£,s£S 

n^« ? whom Bo2??t 

**W»«ht the 26.4^1^ 

E2l** caapaS^ 

rrprescnt^ Jl' 
hollo spumeiiS^ 
on tho pro nods 
not making a JjJ 
£*"« his hokUnTaJ} 
Watanobt's tnimuT 
ho a U If, Before ft' 
btiihr to Mr PlckZJJ 
1 »H9, Mr WnSJ 

Sf S *' rsuad , p TawJSS 

» ii- * w mater »hlcfc T, 

i£ ) Hnk f »*** KoC A 

Tj i "*t»rti «* ‘nnaWpoa' 

ijf } A mivon inJam^ 

JS5 i * lr * and Kxchanpb,, 

; wnw ‘ n{ « rffectoilb 
JJi 1- oW‘E^ hoMmd* 
iS' \ 5 P* r «*"•! or Dm El 
; luwpMles u> fibfc 
»**! ; their i nvpst meals, t 
* tlw saucers of floni^ 


iffi BARRIE STEPHENS, the 
chairman of Siebe, the UK con- 
trols and speriafised engmecr- 
toggroup, plans to stop down 
as its chief executive in toe 
near future, amid mounting 
■ concern among institutional 
inves to r s about the wisdom of 
executives combining both 
rates. 

Mr Stephens, who joined 
Siebe in 1963 as its general 
manager, masterminded its 
dramatic growth, in the past 
d ec a de , taking it from a tom- 
over of 244m in I960 to £L3ba 
($2.49fan) last year. 


His successor had been 
groomed for some time and 
plans were in hand to. promote 
other executives to the board, 
Ur Stephens said yesterday, 
presenting the group’s results 
for the first half of the year. He 
said it would not be too. long 
before he became noa-execur 
tive chairman 

Siebe’s share price has 
steeply since the 3650m acqui- 
sition in July of FOxboro, the 
US industrial controls gr oup , 
which tripled gearing to 103 
per cent Some c£ the group’s 
institutional investors are con- 


cerned about the s tructure of 

its W*T rinr Tmmagpmant anH fop 
lack of other executives on the 
board. 

Side’s pre-tax profits rose 5 
per cent to £85m for the six 
months to September 30, on 
turnover up S per cent to 
£683m. Profits for the foil year 
will be held back by slower 
growth in the US and the UK, 
which accounts for more *hm 
half Siebe’s sales, and the 
weakness of toe dollar which 
wfll reduce the sterling value 
of its US profits. 

Details, Page 24 


Royal Bank of Canada down 11% 


By Bernard Simon In Toronto 


ROYAL BANK of Canada, the 
country’s biggest financial 
in stituti on, suffered an 11 per 
cent foil in fiscal i960 income 
before Third World loan-loss 
provisions. Using corporate 
and consumer loan losses and 
tighter interest rate margins 
more than offset higher foe 

fpmrnp 

Net income was C$96L9m 
(US$827 An), or C$236 a share, 
in the year to October 31, 
against C$S29.1m, or CSL63. 
the previous year. The latter 
figure, however, included a 
CSLlbn writedown of troubled 
Third World loans. No addi- 
tions to these provisions were 
- piarTa thic year. 

Rrrituflng toe Third World 


reserves, loan-loss provisions 
jumped to C$420m from 
C$280m. The increase stemmed 
entirely from the bank’s 
do m es ti c business, which 
suffered from an economy 
w hich is now in full recession, 
from continuing high interest 
rates and from the impact of 
the high Canadian dollar on 
resource industries' export 
earnings. Corporate loan losses 
rose by Gtiasfm, and consumer 
loans by CSSlm. 

RBC «iW itS T yff v porfnrmmg 
loans, excluding LDC debt, 
more than doubled to C$L36bn 
on October 31 from C$623m a 
year earlier. Almost half the 
year-on-year rise, or CtSfiQm, is 
accounted for by loans to two 


companies - Kinbnrn Tech- 
nology, a troubled Canadian 
high-tech and paperboard 


group, and to Finlay Forest 
Products of British Columbia. 
Non-performing residential 
mortgages rose by ryam. 

The results point to a 
wwritrf deterioration in busi- 
ness in the latter part id tbs 
fiscal year as toe Canadian 
economy weakened 


Although RBC enjoyed a 173 
per cent return on common 
equity for the whole year, just 
sheet of its 18 per cent target, 
the return dropped to 133 per 
cast in the fourth quarter. Net 
incmtiB hi the three months to 
October 31 was C$205.6m, or 61 
«mt« a share. 


Alcatel links up with Aerospatiale 


ByWORam Dawkins 


ALCATEL ESPACE, the space 
division of toe French telecom- 
munications company, add 
Aerospatiale, the state-owned 
aerospace group, have agreed 
to work together in the design, 
development and marketing of 
satellites. 

This is toe latest In a series 
of accords across the world sat 
ellite industry, bat falls a long 
way short of the merger the 
partners envisaged when they 
started talks n year ago. Since 
then, Alcatel’s relations with 
the French government have 
been clouded by its parent 
company’s failed attempt to 
take control of Ftamatome, the 


semLstate-owned producer of 

wiwhar wwfffw nt 

The pair finally abandoned a 
satellite merger last month, 
when they agreed on a differ- 
ent kind of co-operation, in 
which Alcatel, Aerospatiale 

nnH jMaqjii SpQZio, the HaHM 

aerospace group, are to take a 
joint 49 per ctah» fn the 
satellite business of Loral, the 
US defence electronics group. 

Under their new, slimmed- 
down accord, Alcatel and Aero- 
spatiale will sow joint 
ftirig for contracts, co-ordinate 
their products so that they can 
be sold together and coordi- 
nate i nv e s tments in foreign 


plant and marketing networks. 
It follows the pooling of the 
satellite business of Matra, the 
French aerospace and defence 
group with Marconi of the UK 
and ccanddee with the merger 
being discussed between toe 
satellite businesses of 
Deutsche Aerospace and Gen- 
eral at the US. 

The principle of yes te rd ay ’s 
deal is that there is a match 
between Alcatel’s experience in 
making satellite payloads and 
Aerospatiale’s s pecialisation in 
making so-caUed platforms — 
the s tr u ctures that carry satel- 
lites’ working parts - and 
rockets. 


TENDER NOTICE 


UK GOVERNMENT 
ECUTREASURY BILLS 


For tender on 11 December 1990 


1. The Bank of Bwfand announces the issue by Her 
Majesty’s Treasury erf ECU 1,000 million nominal of UK 
Government ECU Treasury Bills, for tender on a 
bid-yield basis on Tuesday, 11 December 1990. An 
ackfeonai ECU 50 mffiion nominal of Bifis wffi be allotted 
directly to toe Bank of England. 

2. The ECU 1,000 mflBon of BiBs to be issued by tender 
wffl be dated 13 December 1990 and wiB be in the 
following maturities; 

ECU 300 mlDion for maturity on 10 January 1991 

ECU 300 million for maturity on 14 March 1991 
ECU 400 mflOon for maturity on 13 June 1991 

3. AB tenders must be made on toe printed agGcaSon 


forms avaitabte on 


request from toe 
xdion forms must be 


of 


at toe Bank of England, Securities 

Street, London not later than 10.30 anu, 
London lane, on Tuesday, 11 December 1990. Payment 
for Bffis allotted wffl be due on Thursday, 13 December 
199a 


4. Each tender at each yield for each maturity must be 
made on a separate application form for a minimum of 
ECU 500,000 nominal. Tenders above this minimum 
must be in multiples of ECU 100,000 nomlnaL 

5. Tenders must be made on a yield basis (cafcufated 
on toe of toe actual number of days to maturity 
and a year erf 360 days) rounded to two decimal places. 
Each appOcaflon form must state the maturity date of the 
Bids for which application is made, toe yiekf bid and toe 
amount tendered for. 

6. Notification wfif be despatched on toe da y of to e 

Dander to applicants whose tenders have been accepted 

In whole or in part For appficauTte v^teverectoe^d 
credit of BiHs in global form to their account with 
Euro-dear or CEDEL, Kite wffl be credited in toe 

collection at the Securities Office of the Bank erf England 
after 1.30 pm. on Thursday, 13 December 199 0 
provided cleared funds havebeen created to toaBank 
S Endantfs ECU Treasury Bifis Account No* 59005516 
with Boyds Bank Pic. International Banking Division, PO 

Box 19, Hays Lane House, 1 Hays Lane, Lond on i S E1 
2 HA. DefWtoe Kite wifi be avatebte *C.i?P25^f 
ECU 10.000, ECU 50,000, ECU 100,00ft ECU 500,000, 
ECU imoSTeCU 5.000.000 and ECU 10,000.000 

nominal. 

7. Her Majestyls Treasury reserve the right to reject any 
or part of any tender. 

8. The arrangements for toe tender are 3at ot^kiRKm 
detail in toe information Memorandum on toe UK 
Government ECU Treasury BOi programme issued by 
gSSS&giand on behalf of HeS^^Treasury 
on 23 March 1989, »n «fopkwnents to the 
Information Memorandum. All tenders wfll 

toe nrovfeions of that tofwrnatlon Memorandum 


9. The ECU 50 mfiEonof B3s to be afiotted *ecto ^to 
ilia Bank of England wiH be for maturity on 13 June 

supplemented) in 

order to facSitate settlemenL 

□o.^G^vSn^ECUTreasgr^bare^^ 
unoer the Traasisy Bffls Act 1877, toe fgtoral^ns 
Act 1968 and toe Treasury Bills Regulations 1968 as 
amended. 


Bank of England 
4 December 1990 


Bexjaya plans 
shake-up 
centred on 
lottery unit 


By Urn Siong Hoon 
in Kuala Lumpur 


BEBJAYA, a Malaysian 
conglomerate which expended 


rapidly 18 months ago by a 
series of acquisitions, is to 
restructure its diversified 
holdings. 

The shake-xtp centres on 
Spots Tote, its 57 per centi 


owned lottery unit which will 
acquire from Berjaya 20 
property and leisure companies 
for M$3BSm (US|143m) in cash 
and debt repayment. 

Sports Toto itself has pro- 
posed an equity reorganisation, 
and win become a new invest- 
ment holding group with Inter- 
ests in lotteries, tourism, 
leisure and property. 

For this acquisition, and 
additional equity f u nding pro- 


jects, Sports Toto is to issue a 
one-fbr-foor bonus then raise 
M5&4&n (US&Ofch) through & 
rights , and a M$204m 
new issue. 

The changes will enlarge its 
share oep itei from to 

Mfaum, giving it market capi- 
talisation that ranks it in the 


oomit ry*s so largest industrial 
groups. 

Berjaya wifi, still control 
Sports Toto, even though its 
stake wflL be diluted to 39 per 
cent, and it will remain the 
stogfe largest shareholder. 

For 1989-90, Berjaya reported 
a t u r n over of MJlbn, more 
than double the p revious year, 
bat rarntng g per share had 
while short-term borrow- 
ings then stood at Mmn and 
long-term IfnhfHtiBS at nearly 
M$289ra. 

Over the past year, Bajaya 
has been divesting its exten- 
sive interests: it has floated its 
Singer unit, a marketing arm 
of Singer brand household 
products. This flotation raised 


Both Berjaya and Sports 
Toto are units of Industrial 
Pacific, controlled by Mr 
Vincent Tan. 


NCR reads 
strongly to 
hostile bid 
from AT&T 


By Alan Friedman 
In New York 


NCR, the Ohio computer 
company that is the target of a 
S6bn hostile takeover offer 
from American Telephone & 
Telegraph (AT&T), yesterday 
reacted strong ly to the unsoli- 
cited bid and said It was exam- 
ining alternatives to a combi- 
nation with AT&T, 

Mr Rxley, 

of 19CR, accused AT&T of 
“the pr e ssu re takeover 
Lcs of the 1980s” and 
termed these “actions more 
suited to a corporate raider 
than a responsible corporate 
citizen”. 

In a strongly-worded letter 
to Mr Robert Allen, AT&T 
chairman. Mi Ezky disputed 
what he called AT&T’s “mis- 
leading characterisation’* of 
events, adding that the history 
of mergers In the computer 
industry was a history of 
disasters. 

“The acquisition of NCR by 
AT&T would only add to a list 
of failures,’* Ur Exley 
decl a red. 

The NCR chief said AT&T’s 
public announcement had 
caused disruption and had 
wi pe d more than pim in mar- 
ket value off AT&T even 
Ihoagh it had produced a gain 
of 31 ^bn in NCR’s value on 
WaUStreet 

“Your dearly hostile attack, 

yOUT yOUT n Wmninwi 

and pp fr ifc p ressare tactic s Mm 
hardly be expected to create a 
feeling of confidence in AT&T 
on the part of NCR people, 1 * Mr 
Exley said. > 

In an i n t e rview with dig 
Financial Times, Mr Exley 
repeated that he had received 
“expressions of interest"- in 
NCR from other companies. 
These are understood to have 
come from both US and for- 
eign companies. 

Mr Bxley conceded that Wall 
Street’s conviction appears to 
be that NCR can run, but wifi 
not be able to hide from 
AT&T. 

NCR’S share price rose yes- 
terday morning a further |2% 
to 384%, bringing it closer to 
the 390 stock-fjopstock AT&T 
offer. 

AT&T yesterday said it 
hoped it can conclude “a 
friendly transaction" before its 
deadline for the 390 a share 
offer expires at the dose of 
business today 

It as is expected, the board 
of NCR rejects the offer, AT&T 
is Mkdy to consider a range of 
options. Including .a hash 
rather than p aper offer, possi- 
bly in the Conn of a public 


Mr Exley said the NCR 
hoard would hold a telephone 
c onference Mil tiiu morning 
to decide on AT&T’s 


He noted that NCR board 
members would be speaking 
on AT&T long-distance 
fines. 


AHP to reduce 
stake in Wyeth 
Laboratories 
of India 


By Kunaf Bose 

in Calcutta 


AMERICAN Home Products 
(AHP), the US drags and foods 
group, is to ent its 74 per 
cant holding in Wyeth Labora- 
tories of In d i a to 40 per 
cent 

The move is to avoid the 
of the Indian 
Exchange R e gulation 
Act which restricts the expan- 
sion of companies with over- 
seas equity holdings of more 
tftiwn 40 per cent 
ASP’s holding In Wyeth will 
be diluted by m aki n g an 


e q u i ty offer to the Endian pub- 
lic. 

This will allow Wyeth to 
take frill advantage of the fast- 
iwing drugs market in 


After the di ve stm ent Wyeth 
will continue to have free 
access to AHP '8 steroid 
and ho pn flpMnaking technol- 
ogies and to to use AHP 
trademarks. 

Wyeth, which pioneered toe 
manufacture of steroids and 
hormones to India, is a leading 
producer of steroidal hulk 
drags and the nation's largest 
manufacturer of oral oontra- 


the year to March 1990, 
Wyeth earned p ro fi ts of nearly 
Rs20m on turnover of about 
RS200BL 


HK Realty climbs 4.6% 


By Angus Faster in Hong Kong 


HONG KONG Realty and 
Trust, part cf the Hong Kong- 
based World International 
group founded by Sir 


its before extraordinary items 
up4.6 par emit to HK$15B.4m 
<U$$203m) in the six months 

to eud-September. 

The company, which is 
mainly involved to property 
investment, will ' pay an 
unchanged dividend of 10.5 


cents per A share and 2A cents 
per B share. 

The company said the weak 
state of the office property 
market in Hong Edik's busi- 
ness district of Central, where 
rents have been slipping, will 
affect its properties m the area 
but buildings in other parts of 
Hong Song are expected to 
improve their contributions in 
the second half of this finan- 
cial year. 


Trafalgar House profits down 42% 


By Andrew Taylor, Construction Correspondent. In London 


THE share price of Trafalgar 
House, the UK construction, 
property, shipping and hotels 
group, rose sharply yesterday 
as the stock market showed its 
relief that the company had 
not cat its final dividend, 
a 42 per cent ton to 


Pre-tax profits for the year to 
the end at September feu from 
£270 .4m. to £155.7m (3288ml, fol- 
lowing a £95m provision 
a gainst faffiwg residential and 
commercial pr opert y values in 
the UK and US. 

The group’s share price, 
despite the toll in profits, rose 
by I4p from 174p to close at 

188p. 


It is maintaining its final 
dividend at 9£p making a total 
of 18.4P for the year - an 
increase of 5 per cent It has 
transferred £ 25.4m from 
reserves to pay the dividend 
increase. 

Mr Eric Parker, group chirf 
executive, said: “We have 
taken a long-term view of our 
bus ine s s e s . We have not been 
thrown off course by what we 
regard as a temporary reces- 
sion in the UK and US." 

Residential and commercial 
property profits fell by more 
than half from £l70m to a five- 
year low of £77m during the 
previous 12 months. 

Trafalgar said it sold ZJSOO 


homes in the UK, compared 
with 3*400 the previous year. 

Shipping and hotels profits 
were £3m higher at £61n>. 
despite dipping slightly in the 
second half of the year as trad- 
ing was affected by higher oil 
prices, a weaker dollar and 
fears of a Gulf war. 

Construction and engineer- 
ing profits, however, rose by 
almost a fifth from £57m to 
£6803. 

The jewel in Trafalgar's 
crown is the John Brown engi- 
neering group. John Brown Is 
benefiting from a sharp rise in 
offshore oil, gas and process 
plant orders, as well as being 
Involved in an increasing num- 


ber of large international 
transportation and Infrastruc- 
ture projects. 

John Brown accounts for 
about £i.4bn of Trafalgar’s 
record £2.5bn construction 
order book. 

Group debt was £3tem at the 
end of September and was 
equivalent to 42 per cent of 
shareholders’ funds totalled 
more than £S0Qm. 

Gearing would rise, however, 
from 42 per cent to about GO 
per cent if £150m of recourse 
and non-recourse off-balance 
sheet debt la taken into 
account 

Lex, Page 18; No rer oa cuts 
dividend. Page 28 


Freeport plans shares buy-back 


By Kenneth Gooding, Mining Correspondent in London 


FREEPORT-MeMoRan, the 
New Orleans-based natural 
resources group, is to buy badk 
3263.4m worth of Its own 
shares — r>p n«Anting 13 per 
cent of its outstanding equity 
- from Fond America. 

In contrast, another metals 
producer, Reynolds Metals, sec- 
ond-largest US aluminium 
group, says it might raise 
3250m of new debt 

Freeport will bay its shares 


at 334.75 each and initially pay 
for them by debt tending so it 
most first obtain approval 
for the deal from its 
hankers. 

However, It said that pro- 
ceeds from the sale of part of 
its oil and gas business will be 
used to pay for the share buy- 
back. 

Reynolds has filed a shelf 
registration with the Securities 
and Brahanip Commission to 


offer 3250m of debt securities. 
• loco and Consolidated TVX 
Mining have changed the 
terms of the propose 
of their gold Interests so 
Isco will hold 62 per cent of the 
new company instead of the 58 
per cent anticipated when 
talks started In October. Con- 
solidated TVX shareholders’ 
stake will therefore be reduced 
from the anticipated 42 per 
cent to 38 per cent. 


American General receives 
two bids for insurance unit 


By NSdd Tall in New York 


AMERICAN GENERAL, the 
large US insurance ^ finan- 
cial services group, said 
yesterday it had received two 
bids for its Home Service insan 
ance division but that no bnyer 
was interested in 
acquiring the entire group. 

American G enera l effectively 
pat itself tzp for sale in May, 
timing to attra ct a price tax of 
more than USS7bn for all its 
operations. 

The move rama after a bid 
battle and than a proxy bfl tt fe 

with the much umaHar Torch- 
mark com pa n y - American Gen- 
eral won, but said it was seek- 
ing a purchaser because it was 
"vulnerable to a possible acqui- 
sition at a itfuemmt price". 

In September, following only 
limited interest, the Houston- 
based insurer said it would 
also consider restructuring 


itself; so that the Home Service 

insurance mm pantea - which 
account for more than half the 
group’s profits - were sold off. 
The remaining operations 
would form an on-going quoted 
company. 

The company also set a dead- 
line of December 3 for (rffers to 
be submitted. 

American General declined 
to mimmawf- on thp nature cf 
bads. It that there would 
be a board meeting on Thurs- 
day followed by a further state- 
ment. 

Torchmark, which had previ- 
ously stopped short of saying it 
would make an offer for Home 
Service, also refused to discuss 
whether it was among the bid- 
ders. “We believe they I Ameri- 
can General] should announce 
who the bidders are when they 
feel comfortable," it said. 


PWA seeks 
$I75m aircraft 
leaseback deal 


PWA, parent of Canadian 
Airlines International, is nego- 
tiating a US3l75m forward 
sale-and-leaseback deal with a 
group of international banks, 
following problems with a 
US3650m equipment sale to the 
Soviet Union’s Aeroflot, writes 
Robert Glbbens in MontreeL 

Ten Airbus 310 aircraft were 
to have been sold to a leasing 
subsidiary of Lavalin of Mon- 
treal and then resold to Aero- 
flot Deliveries were to extend 
to 1992, but Aeroflot could not 
find the hard c u rrency. 

Canadian Airlines was to 
have used the funds to repay 
debt It now says it is trying to 
sell three of the aircraft to the 
banking group and to lease 
them back until 1992 when the 
Soviet deal might be cleared. 
In this way it would get 
about USHTSm in cash imme- 
diately. 


BHF held 


back by 
poor market 


TOTAL operating profit at 
Berliner Handels-und Frank- 
furter Bank did not reach ten- 
twelfths of the 1989 results due 
to unfavourable market condi- 
tions, Renter reports. 

BHF gave no figures for 
operating profits, which 
include the bank's own-ac- 
count trading; but said group 
partial operating profit rose 
12.5 per cent to DMl98m 
(3131m) in the first 10 months. 

The bank’s total operating 
profit, including own-account 
trading and write-downs on 
securities holdings, did not 
reach the proportional results 
of 1969, the bank said. 

But BHF still expected to 
produce satisfactory results in 
1990. A rise in interest and 
commission earnings in the 
first 10 months meant that 
earnings were based on “solid 
foundations". 

BHF said group Interest sur- 
plus rose to DM369m in the 
first 10 months, compared with 
a surplus of DM33lm for ten- 
twelfths of 1989. Group com- 
mission surplus rose to 
DM202m from DMl89m. 

BHF said it still Intended to 
increase business in eastern 
Germany in spite of last 
month's decision not to go 
ahead with plans to take a 64 
per cent state in the east Ger- 
man hawk Deutsche Handels- 
bank. The plans were dropped 
after a review cf the east Ger- 
man bank’s activities, BHF 
said in November. 






JblasCopcc 


Atlas Copco AB 


(Incorporated In Sweden with limited liability; Registered no. 556014-2720) 


Application has been made to the Councii of The International Stock 
Exchange in London for ail the A shares and ail the B shares of AUas Copco AB 
to be admitted to the Official List and dealings on The International Stock 
Exchange are expected to commence on 10th December, 1990. 


Atlas Copco AB is the Swedish parent company of an international mechanical 
engineering group whose principal activities are the development, manufacture and 
distribution of products and systems in the areas of compressors, rock drilling and 
excavation equipment and industrial tools and automation. 

The following table sets out the share capital of AUas Copco AB as at the date hereof: 


A shares of nominal value SEK25 each 
B shares of nominai value SEEK 25 each 


Number of shares 

Nominai value (SEK) 

23.468.430 

586,710,750 

11,820,166 

295.504,150 

35,288,596 

882,214,900 


Listing Particulars relating to Alias Copco AB are available in the Companies Fiche 
Service of The international Stock Exchange. Copies of the Listing Particulars may 
be obtained by collection only during normal business hours (Saturdays and public 
holidays excepted) up to and including 7th December, 1990 from the Company 
Announcements Office, The Internationa! Stock Exchange, 46/50 Finsbury Square, 
London EC2A1HD, and up to and including 19th December, 1990 from Atlas Copco AB, 
Sickla fndustrivdg 3, Nacka, S-10523 Stockholm, Sweden and from: 


SPONSOR AND BROKER TO TMEBflnODUCTION: 


Enskiida Securities 

Skandiitaviska Enskitda limited 

26 Finsbury Square, London EC2A IDS 


This advertisement is issued In compliance with the regulations of the Council of The International 
Stock Exchange. It does not constitute an invitation to any person to subscribe for or otherwise 
acquire any shares m Alias Copco Aa 

5th December, 1990 
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JF Pacific Warrant Company SJL 

Soci&eA nonyme Registered Office: 2, Boulevard Royal, L-2449 Luxembourg 



NOTICES OF 

— an adjourned extraordinary general meeting 
(the “EGM’JrfthehddefsrfOnfinaiy Sha- 
res and bddeis of Preference Shares in JF 
Pacific Warrant Company S.A. (the 
“Conqsny’); 

— anagouracdsqiaratedassmeeai^ofthehd- 
ders of Oidinaiy Shares in the Company (the 
“Ordinary Shares Class Meeting"); 

— an at^QDniBdsepsa^Bclass meeting afthehol- 
des ofPKfaence Shares mfeeCompaiy (the 
“Prriercnce Shares Class Meeting"). 

as the quorum required by few was not reached 
at the EGM and at the Separate Class Meetngs 
of tte Ordinary Siareholdere airi of tte Prrie- 
rexKsSbaidiQldefScaliedtoitel^Noventfies; 

na 

Notices for adjourned Meetings are faendqrsjven 
as fellows: 

The EGM is to be held at the registered office of 
the Company on 4di Jammy, 1991 at 3 : 00 p.m. 

The Ordinary Shares Class Meeting is to be held 
at (he registered office of the Company on 4th 
January, 1991 at 3:30 pan. 

The Preference Shares Class Meeting is to be bdd 
at the registered office of the Company on 4th 
January, 1991 at 4:00 p.m. 

The purpose of all three meetings will be to con- 
sider separately; and if dutght fit, to pass (he fcl- 
iowing resolution which will be proposed as a 
special resolution: 

THAT, conditional the passing of the Resolutions 
to be proposed at the separate class meetings of 
holders oft Ordintny Shines and holdersof Prefe- 
rence Shares convened for 4fe January, 1991: 

(a) the authorised share capital of tire Company 
be and it is hereby increased ty the creation 
of a farther 2^00000 Oidinaiy Shares; 

(b) die issue by die Company of U2SQJOOO new 
Ordinary Stares of a par value afUnfeed Sta- 
tes Dollars two (U.&$2) each on the first 

m inmfciniwriT.inBwnhnwq tM- 

lowiDg the Recotd Date (as defined below) 
(the “Closing Date ”)ly the csqritaiisatkm 
ofUnjtEdSiatesDoOarstwomillioofivelsiQ- 
dred thousand (US$ 2400JW0) of the rea- 
lised profit <rf the Company for the year 
ended 30th Ame, 090 be and it is hereby 
approved, such new Ordinary Shares to be 
tsandtoiKddereafOR&BySharesHii^s- 
tered form on (he register of memben of the 


Company at the dose of business on 7th 
January, 091 (or, in the evert any cf the 
neeess&y Meetings are adjourned, on the 
first business day in London and Uroan- 
boutg Mowing the passing of afl of the 
necessary resotaioas at soch Meetings)) 
(the *Re^ Date”) and to hoicks tfOnfr 
may Shares in carer for m against production 
ofcoopor^s) in respect of su± bearer Ordi- 
nary Shar es in such manner as the Board 
shall prescribe, in each case in die ratio of 
oas otw Ordinary Sale fcy every foor Ordi- 
nary Seres in registered fern so hdd and/or 
(as the case may be) every four Ordinary 
Sates in bearer form in respect cf which 
coupons) is/arepnxiaced, afl as more par- 
ticularly set oat in the Circuiar; aid 
(c) tbeBsoebytbeCooqwnyofl^5QjOOO%r- 
ranfs having the rights and being subject to 
the coocfitions set oot in Itet Berthe areo- 
lar letter fehokieis of Ordinary Shares and 
Preference Shares in the Company dafed25fe 
October; 090 (the* Crrealar w )oo the Clo- 
sing Date be and it bherdryap^Roved, and 
that soch Warrants be wM to hohVasof 
Ordinary Shares in registered form on the 
register of members cf the Company at dose 
of bosiness on the Record Date and to hol- 
ders of Ordinary Shares in bearer form 
against production of coupons) in respect 
erf soch beaiCTChrfinaiySares in soch man- 
ner as the Board shall jnescife^ in each case 
m die ratio of one Whnant for ewry four 
Ordinary Stares in rostered form so heM 
andfor (m the case may be) evety fear Ordi- 
nary Shares in bearer form in respect of 
which cocponCs) is/are produced, ail as 
more particularly set ort in die Circular. 
The KM wiD consider farther amendments to 
the Articles oflncoipaiatioD wind) are required 
to be made as a (Erect result of l^slative chan- 
ges in Luxembooig whilst other amendments 
reflect the decision of the Board of Directors of 
the Company to update the Articles of Incorpo- 
ration. 

The wonting of the proposed amendmerts is avai- 
lable on request to the Company, 
fn srnnmary, the amendmenK pn ufwn ptntP - 

— to provide for an unlimite d life of the 
Compaq; 

— to amend the Articles to reflect the changes 
in the arthorised and issued share capital of 
the Company pursuant to resohition; 


— to provide §x how the Net Ass^Wue of the 
Company should be determined and to what 
extent the issue cf the Wtnanis vrifl be taken 
into account to reflect the Net Asset \hlne of 
the Oidinaiy Stores at a diluted basis ; 

“ to fmtfaerdefinetheliaHiitiesbbe deducted 
in cafcolanng the Net Asset \fclue of the 
Company; 

— to rule the drculatkui of copies of fee Direc- 
tors’ reports, balance sheet, profit and loss 
account of the Company to shareholders ; 

— to determine fee pro v isions for toe election of 

tterha i m w m nfrttp ranting 

— todefinedKatdKxhyofdieBoaniDdeter- 
miacthecorpmateandnrrestmertpolhy and 
de omise of cmidna rt fee mamgement and 
business affens of the Company ; 

— to delete the reference to a statutory anditor 
and qualifying shares far the Dbsoob, which 
requirement has been removed by recent legis- 
lative change. 

By order of the Board of Directum, 

Jean-Mkhd Gelhay, 

Secretary Dafcd&h December, 1990 

NOTE: 

L In onfe to be carried, a special resoiatioa should 
be passed ty a mgority of not less than 2/3 the 
sh^ re pre sei &ri at tteEGMorrt foe respec- 
tive Class Meetings. 

1 A foarehokfer is editfed to appast a proxy to 
attod and vole instead oflmn. A peoon appotn- 
icd to act as a pray need not be a dnafaolda. Tb 
be valid white FonmofProKy m respect of Onfi* 
Bny Shoes and Preference Shares in bearer or 

fann t hnnlH tw rfViiiiiw t 

fe ftydiw Rangna T iap jiu tf i nnii fe ^ f it w n An tiig 

SAat2,Boufe«dR^L aaui B u tg,and^ 
Rums ofPraty in reject of Ordinary Shares and 

m iffgiqwri turn flnt y sfoocid 

beKtanBdlodi Bdfa cf BMdwliqptiai^ BQ 
BcK34,OaagoaHoQse,Ga(3nookPa^Nortb- 
wich, Oresfaire CW9 7Rty in each case so as to 
arrive not fctfer than fraty-dgfat horns b^xe the 
time cf the Meeting * wbkh the proxy is towto 
fa oofer to be enthkdfe) reseat fee Meetings other 
in peraon or ly pray, betters of Onfinaiy Sha- 
res red Preference Shoes in bearer fixm most in 
addition deposit fee cotificOesio respect of there 
Onfinoy Shares oil Preference Shares wife fee 
Re^stnr at the abow address, at the blest at fee 
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JAPAN LEASING INTERNATIONAL BAL 

US$50,000,000 
Term Loan Facility 

Guaranteed by 

JAPAN LEASING CORPORATION 


Arranged by 

The Long-Term Credit Bank of Japan (Europe) SJL 
Lead M ono god by 

The Korea Development Bank 
The Long-Term Credit Bank of Japan (Europe) SJL 

Managed by 

Banco Central SJL (Spain), Brussels Branch 
Banque et Crtsse tfEpargne de PEtat, Luxembourg 
Cent ral Europ ea n International Bank Lid, Budapest 

Parttoparrt 

Tat Lee Bank Limited, Singapore 

Agent 

The Long-Term Credit Bank of Japan (Europe) SJL 


© 


BanKCFlreiand. . 

UJ3. $300,000,000 
Undated Variable Rate Notes 

Nobca n horaby given thaHha Rate of Intend ho» boon (mad at 9.31 25% and ibol 


the intorait poyaSo on the relevant Interest Payment Date March 5, 1991 againd 
lm W J n JoflheN«»teswaibeUSSi328.ia 


_ Coupon No. 4 i« respod of IKSl 00.000 r 


. Oeeember 5, 1990. London 
l By: Gtibonfc. HA. (CSSI Dept). Agard Bonfc 


CITIBANK Q! 


f FREE ADMISSION: ' 
BUSINESS INFORMATION 
EXHIBITION 

Ortne ktemden 90 
ObnvM 2. London 
14 m 13 Qacnmbir 1990 

ogMiruaoiajoo-iauoftcunaiaao- 
iBjOO; (ismi iojo - uslOo 
W ok the BoMnete Moonedon Trafl at the 
•thw aboK. 

ItDjaiMwwl Learn to reduce 


i l eeJ n S wreUera. 


0065 730 275 


IJS $22,000,000 
Abbey National 
Treasury Services 
Guaranteed Flo ating Bate 
Notes due 199r 

For the period from Decembers, 19M to 
Mlith S, 1991 the Notes w31 carry en 
interest rate of 8.801th per muBB with 
an interest anoont of US $5^89.06 per 
US 9260,000 Not*. 

The ratevaot interest payment date wm 
be March 6, 199L 

Afnd Bank: 

Banque Paribas Luxembourg 
SocMW Anonyme 


BBA Group PLC has purchased 
Texstar Inc. 

(a subsidiary of the Hillman Company) 

J.G. Ewing & Associates initiated this 
transaction and assisted in negotiations. 

500 North Dearborn, #916 
Chicago, IL 60610, 

(312) 661-0420 


U.S. $45,000,000 
Oxford Acceptance Corporation II 

Floating Rate Notes due December 1993 

Notice is hereby given that the Rate cf Interest has been fixed at 
&2S% pa. and that the interest payable on the relevant Interest 
Payment Date, June 5, 1991, against Cotpon No. 9 in respect of 
U.S. $5 00,000 nominal of the Notes wB be U.S£20,854.1 7. 

OscciYibor 5, 1990 London 

By: embank. NA (CSS Dept). Agent Bank Glf/fiAmO 



TELEPHONE: 071-828 7233 


AFBD MEMBER 


FTSE 100 

Dec. 2167/2177 -18 
r. 2200/2210 -18 


WALL STREET 
Dec. 2560/2572-4 
r. 2583/2595 -3 


Mar. 2200/2210 -18 I Mar. 

5p m Pri ces. Change from previous 9pm dose 
HOff WELL DID YOU I UDGE THE MARKET? 



FUSIONES Y ADQUISICKDNES, S.A. 


DOING M&A IN SPAIN 


BLR Is s group of professionals interested in satahlit 
wuiMr svennea for collaboration with M&A In t rrmo 
COHBtlieo sltenta who: 

• are interested in taking an equity position In Spanish companies. 

• may have an acmrigltion o p p ortnn lty lbr a S pan i Hh hnyer on a 
controlling or minority basis, or who. 

• seek to establish other types of business relationship* soch as 
jointventnres or the croaa-geTUng of aharea. 

BLR is a Spanish Cm spedaliflinff la the fool H*A mritcb supported bya ittmi| 
I fftf i m of prof ouionafai weD Dirtinliihfil hi tho Spanish b e gin css c owamnl ty* Owr 
hoadqnaters «ro based in Madrid through whiai we adriie and manage a steady 
flew of transactioas IhrOngboitt ^ain. 

For farther informs tian, please contact : 

Me. Joed Maria Amnsat^td M a nagin g Director 


BLR FUSIONES Y ADQUISICIONES, S.A. 

C/ Antonio Maura, 12- 28014 MADRID 
lei.: 0341 531 51 & Foe 0341 5227163 


= BfG fTnance 

5 C ompany B.V. 

E US. SlOOjOOOjOOO 

= FLOATING RATE NOTES 
= DDE 1996 

= fa accordance with die provldona 

— of fee Note* notice b hereby 

= given tbs* far tbe Interest Period 
= 6th December, 1990 m 

= 6th March. 1991 the Notes 
= wiD bear hitereat at the rate of 

— 8 3/Sk per amHim. 

= The Coopoa amo un t per 

= US. S10/XX) Note win bo 

= U8S209J& 

— Tbe lateKat ikyment Data wifi be 

S 6th March, 199L 

= Samod Monagu 8t Ca limited 

— Agent RmA 
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Sanwa in US 
deal to form 
takeover 
boutique 

By Martin Dickson 
In New York 

SANWA, the large Japanese 
bank. Is joining forces with Mr 
Michael Duval, a fanner senior 
executive at First Boston, the 
US Inve s tm ent bank, to farm a 
New York-based takeover advi- 
sory boutique. 

Tire deal is the latest invest- 
ment by Japanese financial 
houses In Wall Street exper- 
tise, which have been at large 
OS securities businesses and 
smaller boutiques. 

The new investment bank, 
to be called Sanwa Duval, will 
strongly emphasise Interna- 
tional deals and take the form 
of a partnership owned by fee 
Japanese bank, Mr Duval and 
others. Sanwa, the world's 
fifth largest commercial 
is committing $30m cf capital 
to the venture, which will take 
on *h«» merger ot| * acquisition 
b usiness cmonently carried * mt 
by Sanwa’s merchant banking 
group in New York and Los 
Angeles. Initially it will have 
a staff of 15 to 20 l 

Hr Duval, who resigned 
from First Boston last July, 
was a member of the compa- 
ny's management committee 
and played a large role In 
negotiating its merge r in 1988 
with London-based Credit Sui- 
sse First Boston. He has also 
>mtt experience of industry 
government: he spent seven 
years in senior positions at 
Mead, the paper group, and six 
years in the White House in 
the early 1970s. 

Mr Duval «ntd that, nwlifra 

some rival firms, Sanwa Duval 
would not be forming a fond 
to maim investments as a prin- 
cipal player, since it believed 
this could create conflicts of 
interest with clients. 

He that Hip now firm 

was a response to changes in 
the flnanrfal ritmate following 
the "buy-out frenzy” of the 
1980s, when "investment 
bankers were more interested 
in ahnffting assets thaw in 
strategic relationships”. In 
1990s, the emphasis would be 
on hwflding long-term relation- 
ships as companies carried out 


strategic deals on a global 
basis. 


JP Morgan 
launches 
two indexes 

By Stephen FKJler, 

Euromarkets 

Correspondent 

J.P. MORGAN yesterday 
introduced two indexes for 
international investors: an 
international government 
bond index hedged against 
currency movements; and a 
cash i ndex to monitor the rela- 
tive returns an Eurocurrency 
deposits. 

The monthly JJP. Morgan 
Currency-Hedged Government 
Bond Index will measure per- 
formance of 11 government 
bond markets hedged into 15 
currencies ruing one and 
three-month forward currency 
contracts. 

The JJ. Morgan Cash Index 
will cover Eurocurrency depos- 
its in five maturities for 11 
countries and win be reported 
in 15 ennendes. 

Morgan said the indexes 
were meant to round out its 
daily government bond index, 
which covers the performance 
of unhedged government bond 
markets and was introduced a 
year ago. 

UK building 
society in £25m 
CP programme 

By Simon London 

STAFFORDSHIRE Building 
Society has signed a £25m 
commercial paper programme, 
arranged by Nat ional West- 
mliw tpr CaDhal 

NatWest Is also sole dealer 
on the programme, which 
allows the borrower to issue 
paper in maturities between 
seven and 384 days. 

• Swiss Bank Corporation 
has arranged a FlSOOm com- 
mercial paper programme for 
Nederianse Gasrmle, the Dutch 
energy concern, allowing the 
issue of paper of maturities 
between two weeks and two 
years. Paper issued under the 
p r ogramme will be on a deep- 
discount basis. 

The pro gr amm e will not be 
rated, but Gasunie has a PI/ 
Al-plus rating from the two 
main IJS credit-rating agencies 
for its existing dollar commer- 
cial paper prog r a mme*. 

• The Government Insurance 
Office of New South Wales, 
Australi a, ye sterday signed a 
multi-currency Euro-commer- 
cial paper programme worth 
A$200m, AP-DJ reports from 
Sydney. 

According to the arranger, 
ANZ McCaughan Securities 
(Asia), the notes are non-inter- 
est bearing in global or defini- 
tive form. 

Definitive notes will be 
issued in denominations of 
Ag250,000 or the equivalent in 
attentate currencies. 


Treasuries rise on rumour 
of Iraqi Gulf peace plan 

By Patrick Harverson in New York and Simon London in London 


AN UNCONFIRMED report 
that Iraq had proposed a plan 
for pulling its troops out of 
Kuwait pushed bond prices 
higher in frantic late trading 
yesterday. Earlier, the Federal 
Reserve's unexpected d emUm 
to lower its reserve require- 
ments on some bank deposits 
had helped bonds get off to a 
good start. 

The benchmark 30-year Trea- 
sury issue finished half a point 
higher at 201%, yielding 8830 
per cent Short-term bonds also 
trade moved up, tire two-year 
issue advancing % to 996. to 
yield 7.443 per cent. 

The mo rning «nrMw«n**>wwnt 

by the Fed that over the com- 
ing weeks it will reduce the 
reserve requirement on non- 
personal time deposits and net 
E ur o curren cy habfllttes from 3 
per cent to zero - in effect, 
helping banks reduce the cost 
of ftowfa and giving them more 
room to lower borrowing rates 
- provided tire biggest boost 
to short-term rates. Three- 
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GOVERNMENT 

BONDS 


month, ahMimnth amt nmv yBar 

Treasury bills gained roughly 
25 haaifl pnlnte qq the USWS. ' 

Tbe Fed's dedsfan to reduce 
reserve requirements — the 

find- anrh nfiang B gftirp 1988 — 

should not be regarded as an 
oaotng at monetary policy, 

Mr Bob Brusca, bonds analyst 
at Nikko Securities. He 
believes yesterday’s change 
will prove to be a substitute for 
the reserve add that the Fed 
would normally undertake dur- 
ing December, and thus will 
not represent a net htfectioa cf 
reserves into the system. 

However, the Fed’s actions, 
Brusca said, woe seen by tire 
market as “friendly". If Fri- 
day’s amplnyman* natal STB as 
gloomy about tire econo my as 
predicted, the awf-hnritipg 
will come under strong pres- 
sure to loosen monetary condi- 
tions forther. 

■GERMAN government bonds 
moved lower yesterday, follow- 
ing indications that the Bund- 
esbank may be prepared to see 
a rise in mangy ww rfcri inter- 
est rates. 

The d ownw ard trend was led 
by the futures market, where 
the March futures contract 
closed at 8286 after opening at 
83.05. Volume was a heavy 
70,000 contracts, 
fit tire cash market, the 8K 


per cent 10-year Bund dosed at 
97.75 for a yield of 8.88 per 
cent, against &795 an Monday. 

The Bundesbank yesterday 
announced that it would be 
returning to variable-rate 
repurchase operations, the 
mechanism by which it sup- 
plies liquidity to tbe money 
market. When the Lombard 
rate was raised to 8% per cent 
last month, the Bundesbank 
sa id that it would maintain the 
repurchase rate at 8 per cent. 
Many In the market now 
expect money market interest 
rates to rise to about 9 per 
cent 

The Bundesbank also yester- 
day issued the first portion of a 
8% per cent 10-year Bund via a 
consortium of banks. The 
paper was priced at 100.78, to 
yidd 8.77 per cent 

Today, tire second half of the 
issue will be made by auction. 
Analysts are expecting the 
total size of the issue to 
amount to DM6bn. However, 
there are some doubts about 
the level of retail interest that 
the new bund will attract, 
given that tbe last bund issue 
carried a 9 pm- cent coupon. 

The heavy volume of trading 
on the futures market was 
ascribed to the banks cau- 
tiously hedging their holdings 
of the new paper. 

■JAPANESE government 
bonds were little changed in 
Tokyo trading, despite contin- 
ued weakness of tire yen on tire 
foreign markets. 

The benchmark government 
bond issue No 119 closed in 
Tokyo on a yield of 7.34 per 
cent, against 7.32 per cent at 
Monday's dose. 

Thera was n*ii«* reaction to 
the - Jmnnnnfpwipn t of gTOSS 


national product statistics, 
which showed a Al per cent 
rate of growth year an year for 
the third quarter of the year, 
against 54 per cent for the sec- 
ond quarter. 

The figures suggest that the 
gover nm ent has Sttie room for 
a cut in interest rates in the 
near fixture. 

■UK government bonds dosed 
slightly higher after a day at 
mixed trading, with the market 
lacking a dear direction and 
being led by the performance 
of sterling on the foreign 
exchange markets. Yesterday, 
sterling foil below DML90, and 
dosed in London at DM2896. 

The benchmark ny p ercent 
gfit maturing 2003/2007 dosed 
tire day at 106 % for a yWd of 
10.75 per cent, after opening at 
106ft 

a YIELDS in all government 
bond markets, with the excep- 
tion of Italy, edged dow nwar ds, 
during November, according to 
the JJ*. Morgan government 
bond index. 

The biggest foil was seen In 
the Australian market, where 
government bonds gave a 
return of 3.78 per cent during 
tire month, measured in local 
currency terms. Australian 
government bonds have given 
a return of more than 16 per 
cent in the year to date. 

However, the UK gilts inxr- 
ket also performed strongly, 
registering a 3.47 per cent 
return over the past month 
and an 8 per cent return In ttn 
past three moths - tire highest 
of any government bond mar- 
ket over tire period. In dollar 
terms, UK government bonds 
have given a return of 1084 per 
nmt in thp last quarter. 


FT/AIBD INTERNATIONAL BOND SERVICE 
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How to earn $10m a year at 29 

Deborah Hargrea ves on a trader wh o changes his shirt four times a day 
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M ANY traders In the 
world’s fast-moving 
Allures markets have 
Oeir lucky charms to bring 
them goo d fort une. Scans wear 
the most outrageous ties; oth- 
ers go through the same rituals 
before starting work. 

Mr Angelos Mlchaloponlos, a 
New York trader, takes these 
routines one step further. Be 
Isolates himself from Che test 
of th e world to giro his trading 
system a chance. 

He has no Reuters screen In 
his cabin-like o ffi ce, but is 
faced with h«nVn of computers 
showing price movements for 
45 markets across the world. 
Be reads the newspapers a day 
late and does not watch TV. 

“1 don't care about the fun- 
damental reasons why the 
market is moving, hut I want 
to know how it reacts to 
news,” he says. 

Mr Michaloponlos* sys t em is 
working. At 29, be t»»» become 
one of New York's suc- 
cessful individual traders, end 
earns more than Sloan a year 
for himself. 

The impeccably-groomed and 
soft-spoken Mr Mlchalopoulos 
is the antithesis of toe popular 
image of the loud, flashy 

Paris broker 
plans to lay off 
74 of its 81 staff 

FORMER independent Paris 
brokerage Gorgen-Perguel- 
Krucker (GPK), taken over 

lort mwifli by 

which, is controlled by Credit 
Lyonnais, plans to lay off 74 of 
its 81 staff; the company’s 
employees’ committee said. 
Renter reports from Paris. 

Paris brokerages have been 
under severe pressure 
recently, with independents 
particularly vulnerable to toe 
of fixed commissions - 

and lnwpariHp mwipatitirot 

Tuffler-Ravier-Py, another 
independent brokerage, went 
bankrupt « n i m ww mj 
was taken over by Altos 
Finance, another Credit Lyon- 
nais unit, and Cogespar. There 
are tour independents left. 

• TONOT/QTOSecmdtles of 
South Korea and Yam-IcM 
Securities of Japan have 
agreed in principle to set up a 
Joint-venture brokerage house 
in London early next year with 
a total capital of £2Qm. AP-DJ 
reports from SeouL 
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futures trader who inhabits 
Chicago’s seetoing trading pits. 
ffis tratong method is purely 
cerebral and a far cry from the 
sweaty atmosphere of avarice 
that prevails m the pit. 

Mr Mlchalopoulos is a Greek 
immigrant who went to the US 
to study. He became enthralled 
With thfi idea of fmsme M suc- 


cess and mads an exhaustive 
study of back copies of The 
Wall Stint Journal to discover 
why businesses had fpilmi in 
the past “The thing they have 
in common is that they 
to believe they've found the 
Holy Grafl. They stick to one 
m arke t and one method. The 
only solution is to diversify 
into so many markets & 
major Call in. one or two cannot 
destroy your capital." 

With tW« in Twtnri Tip Tim 

spread his trading across m o st 
of the woriefB futures markets, 
in which he trades anything 
from Treasury bonds to soya 
beans. & is how moving his 

operation to London. 

“Futures was a US game, but 
now I think Europe will start 
to show its strength, hi the US, 
toe creation of new contracts 
has slowed down, but here it's 
just beginning to take off” 

He began his trading career 
in 1984 when he moved into the 
Treasury bond fixtures market 
with $30,000. In the first year, 
he lost $23,000. After that, he 
began to make money. He 
came top in a recent US cham- 
pionship tor young traders. 

The trading system he uses 

is sfrmpte and ghnflar to thaf 


used by many others. Els suc- 
cess is based on toe application 
of an iron will to remove emo- 
tion from decision-making. 

“The problem with emotion 
is, when you’re in a losing 
position and you start to 
sweat You've got to have the 
mental elasticity to stick it 
out" Though admitting to toe 
need to chang a his shirt four 
thneft a day, he prides himself 
on controlling his feeitog n “r I 
don’t control them I will lose.” 

Mr Mlchalopoulos works on 
recognising toe trading pat- 
terns T irade by futures 

contracts. Ha takes many 
short-term positions, often put- 
ting on as many as €0 to 70 
trades a day. Hfa mmyntr a^ n r 1 
must be unerring over a 10 or 
11-hour trading day. 

H e Is initially moving 
his operation to Lon- 
don to keep his night- 
time trading, and plans to 
on a couple of people who win 
be active in the oil futures and 
foreign exchange markets — 
continuing his trading s tr a t egy i 
once the New York exchanges 
axe closed. Later, he himself 
plans to trade in London and : 
on other E ur op ean «*»«4nmgoy. j 


Rush for Ex-Ini Bank $300m deal 

Guinness , J . _ _ 

debut issue meets steady demand 


Mitsubishi Corp in UK link 


By Tracy Corrigan 

UK BREWER Guinness 
to be an “occasional but regu- 
lar issuer”, according to Mr 
Ian Scott, director of treasury, 
foOowing a successful debut in 
toe Eurobond market yester- 
day. The wnupwiy had previ- 
ously brought three private 
, plac em ents, but no actively- 
traded public debt 

Guinness Finance’s £150m 
five-year deal, arranged by 
Credit Soisse First Boston, was 
bought aggressively by UK 
fund managers to ««w 
rtri« bine-chip name to 
portfolio*. The bands yield 88 
basis points more than the 
five-year UK got yield. 

The issue is un s w ap ped, but 
cost the equivalent of 45 basis 
points above the storting Lon- 
don interbank offered rate, 
about five basis points more 
ttiaw Guinness would have had 
to pay for comparable bank 
financing, accenting to one 
banker. This deal laid a sound 
foundation to Guinness’ strat- 
egy to establish a long-term 
presence In the market, deal- 
ers said. 

The issue will refinance 
short-term hank debt. The 
bonds were rated Double A 
minus by St a nda r d A Poor’s 
and Doabie-A X by Moody’s. 


By Euromarkets Staff 

EXPORT-IMPORT Bank of 
Japan’s $300m five-year issue, 
announced on Monday, met 
steady demand in Europe, but 
Japanese interest in dollar 
securities remains lacklustre. 

The deal, arranged by EBJ 
International, was priced, as 
expected, at the wider end of 
the indica ted spread range, at 
48 basis points above toe com- 
parahla US Treasury. The deal 
marks a gradual shift of atti- 
tude by Japanese government- 
guaranteed borrowers to suit 
the preferences of the market. 

It Is the second tfame such a 
borro w er has brought a Euro- 
bond using the fixed price reof- 
fering method of syndication ; it 
is also the largest issue 
launched by a Japan-guaran- 
teed issuer so far. 

The deal ended at 100.03 bid, 
just above the fixed reoffer 
price. 

Two seven-year issues by 
supranational borrowers, one 
in hra and the other in pesetas, 
met poor rece p tions. 

Demand for seven-year paper 
Is HmWri «nwwig I talian inves- 
tors. They were expected to 
buy a significant portion of 
both issues because of tbe 
concessions available on bonds 
from certain supranational bor- 


rowers. A LSOOtan issue for tha 
World Bank, carrying a 12% 
per cent coupon and a price of 
101%, was considered too 
aggressive for a seven-year 
issue. The bonds ware hid at 
99.40, at a discount greater 
than fees. The maturity Is not 
common in lira, although a 
couple of recent issues may 
have benefited from their nov- 
elty. 

In pesetas, the European 
Investment Bank issued 
Pta20bn-worth of paper at a 

INTERNATIONAL 
BONDS 

price of 101% and with a 1&35 
per cent coupon. Tha issue was 
hid just within foes but traders 
were unenthuslastic, judging 
toe issue too aggres s i v e. 

Secondary market issues for 
similar maturities by the same 
borrower and by the World 
Bank woe available at yields 
that were greater by 30 to 40 
basis points, although there is 
always a premium in the Mata- 
dor market on primary market 
issues where liquidity is 
higher. Tbe Spanish treasury is 
currently limiting foreign bond 


By Tracy Corrigan 

MITSUBISHI Corporation, 
Japan’s largest trading com- 
pany, has become a limited 
partner of Phoenix Securities, 
the London-based corporate 
finance specialist Under the 
agreement signed yesterday, 
Mitsubisbi is acquiring a 20 per 
cent interest in the firm 
through a capital injection. 
The amount is undisclosed. 

The firms plan to cooperate 
in generating and executing 
corporate finance business 
between Japan and Europe. 
“Where we have clients with a 
Japanese connection we will go 
to Mitsubishi in Tokyo, an a 
preferred basis,” says Mr Mar- 
tin Smith of Phoenix: 

For Phoenix, which has spe- 
cialised In advising toe finan- 
cial services industry, the 
move provides “an opp o r tunity 
to diversify into other areas of 
corporate finance*, says Mr 
Smith- The European banking 
sector and the insurance mar- 
ket are targets for Phoenix, 
which will remain indepen- 
dent 


Both e nwpn n i p» defy tradi- 
tional i-lanri fiwirt nn rn tbe cor- 
porate firmn cp market which 
has been dominated by large 

fa TO i tn w mt. IwnTfO 

Phoenix, a corporate advi- 
sory business specialising In 
the financial sector, was set up 
In 1982 by Mr John Craven, 
who went on to become chair- 
man of Morgan Gr enfell, Dur- 
ing the mid-1980s, the firm 
advised jobbers and stockbro- 
kers, daring the rash of acqui- 
sitions precipitated by Big 
Bang. In 1987, the firm was 
acquired by Morgan Grenfell 
alfhnngb it continued to func- 
tion as an independent busi- 
ness. Earlier this year, it was 
bought back by three senior 
partners, Mr Pfafiin Seers, Mr 
Martin Smith and Mr David 
Reid Scott 

Mitsubishi, originally a trad- 
ing company, has diversified 
into a broad rang e of indus- 
tries and businesses, as well as 
creating its own financial ser- 
vices division and a corporate 

finance operation. 


Not only is Mitsubishi fine 
from toe control of regulators. 
it also frequently acts as-a co- 
investor, alongside its corpo- 
rate feianr* rltonto \ 

Because of to position at thq 
centre of a huge group of com- 
panies, Mitsubishi puityt 
with more to«m aojNU compa - 
nies. 

Although the pace of corpo? 
rate activity is expected to 
slow, as the world economy 
enters recession. Jananese/Eu- 
ropeen transactions are likely 
to become more important, 
believes Mr Osamu Ebibara of 

knfetihfehi- 

As well as an injection of 
capital to acquire a 20 per cent 
interest in Phoenix, Mitsubishi 
is al«n providing £10m as the 
first step towards building a 
direct Divestment business. 
Phoenix, taking the view that 
the financial services industry 
is due for another period erf 

mjpiB twMit and TBOr pmiimtl nn | 

wffl be geared towards invest- 
ing in restructurings such as 

Hunfl nufflagHiiwiit buy-outs. 
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issues to a limited number of 
eligible borrowers with a 
requirement for Spanish pese- 
tas end which do not Intend to 
swap toe proceeds. The issue Is 
expected to be tbs last in the 
currency this year. 

The strong demand for 
recent Eurodollar equity war- 
rant Issues from Japancre com- 
panies has been blunted by tbe 
current weakness of the Tokyo 
stock market. Tbe Nikkei stoat 
market index fell by 863 points, 
or &8 per coot, overnight in 
Tokyo, adding to a 4 per cent 
fob during last week. 

Of yesterday’s Eurodollar 
warrant deals, the 9400m four- 
year offering from Ohbayasbl 
Corporation, lead managed by 
Nomura International, was the 
best performer. Launched at 
par, toe deal traded up by Vi 
on the bid side, benefiting from 
liquidity of the larger deal 

However, smaller deals in 
the market yesterday from 
Nippon Synthetic Chemical 
and Nichiei, both via Yamal- 
chi, and Nippon Soda via 
Nikko Securities all traded 
within fees. The heavy supply 
in the sector Is scheduled to 
continue for the rest of this 
week, before earing off in the 
run-up to Christmas. Deals 
from Toppan Print and Tokyo 
Department stores are sched- 
uled for launch today. 

Four more deals are due 
before the end of this week. 
Including a 9400m offering 
from Mitsubishi Motors. 

SocUtd Nattonale des Che- 
mhm de Per ffcsncals brought 
a FFr750m seven-year fungible 
Issue. The total size of that 
deal is now FF&5bn. the larg- 
est issue In the market 

Nikko Securities launched a 
Y50bn five-year targeted trans- 
action for Mitsubishi Motors. 

• The Italian treasury said it 
was offering a second EcuTOOm 
tranche of five-year certificates 
due September 26 1996, Renter 
reports from Borne. 

• GTE Corporation is offering 
9500m of 10-year notes yielding 
9.445 per cent, Salomon 
Brothers said as lead manager. 
The issue was increased from 
9400m. 

Priced at 99.55, the notes 
have a 9% per cent coupon to 
yield 125 basis points aver com- 
parable Treasury securities. 
Goldman Sachs, Merrill Lynch 
Capital Markets and BaineWeb- 
ber are co-managers. 
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LONDON TRADED OPTIONS 


THE DERIVATIVE markets moved 
lower as worries about tha health 
of the UK corporate sector came 
to the tore. Lower Interim profits 
from GEC and reductions In bro- 
kers* profit estimates contributed 
to the softer tone, while concern 
about the Gulf continued to weigh 
on sentiment. 

A number of programme trades 
In the equity market were hedged 
In the futures market, swelling 
turnover. There were also signs 
of Investors rolling over from the 
December FT-SE contract, which 
expires at the end of the month. 
Into March. 

This was reflected In the 
spread between the December 
and March contracts, which wid- 
ened by a point to 34. The 


strength of December's premium 
to the cash Index continues to 
encourage investors to roil over 
their positions almost 3 weeks 
before December expires, ana* 
tyats said. 

December FT-SE closed at 
2,171, down 2S points on the day. 
December's premium over the 
cash Index narrowed to 28 points 
from 3S. but compared with bro- 
ker’s fair value estimates of 10 
points. 

In the traded options market, 
turnover picked up slightly to 
24,327 contracts. Dealing was 
weighted towards puts. In the 
FT-SE index, bearish dealing in 
the December 2,200 and 2.100 
puts were a feature. The January 
2.000 puts were also actively 

Ss8te ^ 


traded. 

Among tha stock options, Brit- 
ish Gas was the busiest, after Mr 
James McKinnon, the director 
general of the Office of Gas Sup- 
ply. warned that the company 
would have to give up a third of 
He Industrial market to Its compet- 
itors. Turnover was 1,875 con- 
tracts, with the December and 
March 240 pule particularly popu- 
lar. 

GEC. at 1,817 contracts traded, 
wee next on the list after it 
announced lower interim profits 
and no Increase In the dividend. 
The February 180 In-the-money 
puts were the most active. 

Elsewhere. Trusthouse Forte 
traded 1.574 contracts. Boots 
1.060. 
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Improved final offer of 300p per share considered ‘way too low’ I Serif decides 


Foseco rejects £259m Burmah bid 


By Andrew Bolgwr 


quotation 
is a trivial 


FOSECO, the speciality 
chemicals and abrasives pro- 
ducer, yesterday rejected an 
increased and final offer math 

£259m from Burmah Castro 1, 

the lubricants, fuels and chem- 
icals gr o u p. 

The new bid of 300p per 
share compares with the angi- 
nal offer of 275p, which veined 
the group at £236 An. Foseco 
said the bid gHH fell woefully 
short of recognising the under- 
lying value a f its unique world- 
wide business. 

Burmah Castrol immediately 
went into the market and lifted 
its stake in Foseco by a further 
6.15 per cent to 21.75 per cent, 
including acceptances repre- 
senting 0.9 per cent it received 
at first close cm Friday. Foseco 
shares dosed 16p up at 296p. 


Mr Lawrence Urquhart, 
chairman and chief (srW rift i vu 
of Burmah Castrol, said: 
"Foseco shareholders should 

remind themselves of Foseco’s 
dismal record and insubstan- 
tial defence - Foseco has 
failed to justify Its 
Independence. Our increased 
offer is final and fully values 
Foseco.” 

Foseco said it was consider- 
ing a number of proposals to 
enhance shareholder value, 
which would be increased 
shortly. Analysts said this 
might include a special divi- 
dend pay-out 

Mr Tom Long, Foseco chair- 
man, said: “The increased 
price, Ufa their op ening shot, 
is way too low. If they were 
trying to deliver a knock-out 


punch, they've missed the tar- 


The latest offer represents 
an exit multiple of 11 times 
Foseco's forecast earnings per 
share of 27. Ip In 1991. Burmah 
Castrol said the Foseco fore- 
cast included £4-2m of excep- 
tional credits. 

Stripping those out, the new 
offer would be 125 times fore- 
cast earnings. It said: “In the 
light of Foseco's poor perfor- 
mance, this is a g e nero u s mul- 
tiple.” 

Analysts said the new offer 
would probably be enough to 
secure control of Foseco, 
unless the market advances 
significantly between now and 
the new daring date of Friday, 
December 2L 

Shares in Burmah Castrol 


dosed $p higher at 477p, partly PUTSUlt 
horn relief in the market that Z. .. 


it had increased its offer only 
by what was viewed as the 
minimum likely to be neces- 
sary to win control. There has 
also been speculation that the 
sharp faff, in Burmah Castrol’s 
share price this year made it 
vulnerable to a predator. 

Burmah Castrol shares, 
which started the year at 69%), 
have slu m pe d mur** the Gulf 
crisis began. More than 60 per 
cent of the group's trading 
profits come from the lubrica- 
tion side, which purchases 
base oil on the open market 

A condition of the bid is that 
it may be lapsed If the price of 
Brent crude oil, currently 
about $30 a barrel, goes above 
$50. 


By Richard Gourtay 


Anglian Water on course to meet targets 


By Clare Pearson 


MR BERNARD Henderson, 
chairman of Anglian Water, 
assured investors that the com- 
pany had stayed on course to 
meet its capital expenditure 
t a rgets during the six 
to end-September, when it 
made pre-tax profits of 284.4m. 

The company has a £35bn 
10-year capital programme. Mr 
Henderson said he expected it 
would spend about £225m this 
year, in fine with its forecasts, 
while design work was weltad- 
vanced on next year’s projects. 

The 1989 pre-tax line of 
£28J>m is not comparable as it 
was struck before the water 
companies were floated an the 
stock market a year ago. Mr 
Chris Mellor, finance director, 
said on a pro forma basis the 
previous figure would have 
been about 270m. 


The interim dividend is 5_8p 
which compares with 10.21p for 
the last fall year. Earnings per 
share were 2&7p. 

Turnover Increased to 
£22&5m, 145 per cent higher 
than the actual 1989 result The 
rise was chiefly due to charges 
which rose by 135 per cent, the 
maximum allowed for Anglian 
under the current water regu- 
lations. 

Charges for the year from 
next April, which will be based 
on last month’s retail price 
index, were likely to rise by 
about 155 per cent, Mr Mellor 
said. 

“We are aware that these 
charges are high, but people 
will have to pay for the 
improvements in service and 
the environment they are seek- 
ing," be said. 


Mr Henderson said Anglian 
had recently obtained AA 
long-term debt ratings from 
Moody's and Standard & 
Poor’s, the two US credit rating 
agencies, “an excellent result” 
There were no Immediate 
plans to tap the 
bond markets after Anglian’s 
£100m frl dftXJfakarf icoifl hi tha 
domestic market in August 


• COMMENT 

You might think a 13.6 per cent 
dividend increase could not 
look bad these days, b ut the 
dividend war among the water 
rampant ha« taught the mar- 
ket to be greedy. Compared 
with the 15 per centptus half- 
year rises bring paid by some 
of its peers, Angnan could only 
disappoint yesterday even 
though its pretax line well 


£4.5m loss at Hawthorn Leslie 


By Andrew Jack 


PROVISIONS AGAINST Its 
cellular communications divi- 
sion and expansion in France 
helped push Hawthorn Leslie 
Group, the DSM-quoted electri- 
cal, consumer products and 
paper and packaging company, 
heavily Into the red in the six 
months to June 30. 

At the pre-tax level losses 
worked through at £4.49m and 
the interim dividend is being 
passed — 055p was paid previ- 
ously. 

The group also announced 
the sale of S K Fey, a subsid- 


iary which makes printed car- 
tons 4nan attempt to reduce, 
borrowings. 

The losses contrasted with 
pretax profits of 22.62m in the 
corresponding period last year. 
Turnover rose to 283.08m 

(£633 lm). 

Hawthorn disconnected 7,000 
of its 70,000 subscribers who 
had not paid their bills. As a 
result it sacrificed £l3m in 
connection bonuses. The group 
spent £L4rn on ex panding its 
operations in France. 

Interest charges rose to 


UK sales rise helps Courts (Furnishers) to £3.65m 


Increased retail furniture sales 
in the UK helped Courts (Fur- 
nishers) raise turnover by 65 
per cent to £735m in the six 
months to September 29, 
against 26832m a year ago. 

However, there was a sharp 
rise in the transfer to deferred 
profit of £683,000 (212,000 
received) because of continued 
strong credit sales overseas. 
Although many overseas sub- 
sidiaries showed good growth 
in local currencies, the 


strength of the sterling 
negated almost all the 
improvement Net interest pay- 
able fell to 2252m (23.06m) and 
taxable profit after interest and 
deferred profit rose by 17 per 
cent to 2355m (£3J2m). 

Tax, primarily overseas, took 
an estimated £LQ5m (£750,000), 
and after minority interest of 
£287,000 (£416500) earrings per 
share were 9.4lp (735p). 

The Interim dividend is 
unchanged at 153p. Mr Paul 


Cohen, chairman, said UK 
turnover rose by 105 per cent 
In spite of the bleak trading 
climate. Capital expenditure 
was kept to a minimum and 
gearing, net of internally 
financed consumer credit busi- 
ness, was positive. 

Turnover overseas would 
have have risen by 23 per cent 
on constant exchange rates, 
hut because of strong sterling 
rose by less than 2 per cent to 
2305m. 


TOb amounomiant appears as a manor of record only 
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exceeded most market expecta- 
tions. That said, Mr Henderson 
seems well aware of the threat 
of a crack-down on the indus- 
try if the regulator suspects 
consumers are suffering for the 
benefit cf shareholders, so in 
this, as Is his style in running 
the business, he is probably 
being sensibly prudent. Still, 
there seems no reason to buy 
the shares at the moment. Not 
only has the water sector 
enjoyed a strong nrn-Up in 
anticipation of tomorrow's 
electricity float, Angliah Is 
now looking expensive against 
the package of shares in the 10 
companies on a prospective 
yield of just under 7 per qsnt 
Forecasts for foil-year pretax 
profits vary between 2145m 
and 2150m. 


Gloomy outlook as Compco 
plunges to £109,000 


22.77m (2159m). The loss per 
share was 238p (earnings of 
058p). 

Mr Remo Dipre, chairman, 
said the proceeds of the sale 
“will substantially reduce 
indebtedness at a time when 
the group has been hit by a 
number of one-off factors. 

Allen, McGuire and Partners, 
a private i nv es t ment company , 
is paying £85m cash for Fey, 
which reported pretax profits 
of £661,000 on turnover of 
24.4m in the year to December 
3L 


By Andrew Jack 


PRE-TAX profits at Compco 
TTniiting a. the pr op ert y invest- 
ment and development group, 
plunged from £L5m to £109,000 
in the six months to September 
25. The company also warned 
that prospects were not likely 
to improve In the second half. 

There was no profit on prop- 
erty trading tins time com- 
pared with 21.15m from the 
sale of industrial land in Kent. 


Interest charges rose steeply to 
£475500 (£182.000), reflecting a 
foil share of joint vent u re costs 
undertaken during the last 
year. 

“We anticipate that the out- 
come of the the second half of 
the financial year will not dif- 
fer greatly from the first half 
results," said the company. 

Earrings per share are 338p 

(46.77PX 


Weinberg begins new job in 
investment management 


By Richard Lapper 


SIR MARK WEINBERG, the 
former chairman of Allied 
Dunbar, and a founder cf unit- 
linked life insurance, yesterday 
assumed his new duties as 
foil-time executive director of 
St James’s Place Capital, the 
investment management and 
financial group. 

The holding company was 
formed out of the de-merger of 
Rothschild Holdings four 
months ago. 

Sir Mark’s appointment, 
announced last week, comes 


amid signs that Sir Mark and 
Lord Rothschild, who are 
long-standing business associ- 
ates, may be about to create a 
new financial services venture. 

However, the company said 
that there is no master plan. 
“St James’s wfil Invest share- 
holders' funds in various pro- 
jects, Including financial ser- 
vices projects, that come our 
way. Opportunities may pres- 
ent themselves either with an 
existing company or with, a 
start-up but there is no hurry." 


Tubular Edgington at £550,000 


Tubular Edgington, formerly 
Tubular Exhibition Groap 
which acquired Black and 
Edgington in June 1989, 
reported pretax prefits down 
from £842,000 to £550,000 for 
the year to July 31. At the 
operating level the profit of 
£L83m showed a 60 per cent 
increase on the previous year. 

Mr David Ewin, chairman, 
said the disappointing result 
reflected the general trading 
difficulties in 1989 and 1990 but 
pointed out that a trading loss 
of £975500 at the half year was 


translated into a year end 
profit of £530500. 

Mr Ewin said that heavy 
in v e stment in hire stock, car- 
ried a substantial depredation 
charge. 

In addition the hi gh i n terest 
costs of £L28an, compared with 
£476500 in 1989, had materially 
affected profits. 

Turnover last year jumped 
from 26.4m to 212.17m: tax took 
£70,000 (£227500) leaving earn- 
ings of 0.7p (1.25p) and the 
board decided not to recom- 
mend a dividend. 
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Slower growth and weak dollar 
limit Siebe’s advance to 6% 


By Charles Leadbeater, Industrial Editor 


SERIF COWELLS, the toys 
and printing group which 
distributed. Trivial Pursuit 
and Nintendo, the computer 
game, is set to leave the stock 
" market via a buy-out by the 

managwrwn l gra nj t w hich 

brought the company public 
to 1988. 

The company said the 
buy-out team was talking to 
independent d i rec to rs about 
purchasing *h» i om shares 
which they did not already 
control at a price of 50p. 

The management group led 
by Mr John Pryke, chief 
executive, already controls 
&L4 per cent of the 
stock. 

Mr Pryke said the group 
had been tmahls to use Its 
stock market quotation to 
expand through acquisition 
or to raise cash since its 
larmrh at lGOp. Mr Pryke said 
he win provide part of the 
finance for the buy-out 

Tt mjIII nll rmaT shinvhnMw s 

are understood to have made 
ft clear that they were seeking 
a way ant for their 
investments. Serif’s shares 
yesterday dosed up I7p at 43p. 

Mr Pryke said he was taking 
Serif private to allow it to 
pqrsne a longer term view of 
recovery which would not 
have been possible as a public 
company. 

The company distributed 
Nintendo in the UK for a year 
bat found the cost of financing 
stock too expensive. 

Its rights to distribute Trivial 
Pursuit expired after five 
years in July this year since 
when it has been 
manufacturing file board 

pm». 


SLOWER GROWTH in the UK 
and the US and the weakness 
of the dollar, held Siebe, the 
controls and specialised engi- 
neering group, to a 5.6 per cent 
increase to £855xn in pretax 
profits for the six months to 

September 30. 

Siebe's position was also 
affected by the $656m acquisi- 
tion in July of Foxboro, the US 
Instruments and controls 
group. The deal, which pushed 
Siebe’s gearing from about 35 
per cent to 103 per cent, also 
led to a revaluation of the bal- 
ance sheet with a £196m 
increase in intangible assets. 

Turnover rose 3 per cent 
from 26633m to 2683.7m. Oper- 
ating profits of 2101m were 10 
per cent higher, but the pretax 


Siebe 

Share price (pence) 




TtemrantMM 

Barrie Stephens: planning to reduce gearing to between 50 and 
60 par cent by 1993 without raising farther equity 


rise was cut by an increase in 
interest charges- from £9.4m to 
216.1m. Net borrowings rose in 
the period from about 2191m to 

* Mr Barrie Stephens, chair- 
man and chief executive, said 
it planned to reduce gearing to 
between 50 per cent and 60 per 
cent by 1993 without raising 
further equity. A possible flota- 
tion of part of its US operations 
has been postponed. 

About 55 per cent of sales 
are in the US and the UK, 


which are both suffering 
slower growth. Turnover in the 
Far East fell by about £2m to 
274.7m with strong demand in 
Japan offset by the downturn 
in the Australian economy. 

Turnover was reduced by 
£30m and pre-tax profits by 
about £7m by the weakness of 
the US dollar against sterling 
which affected the translation 
of dollar profits. 

Mr Stephens revealed a 
revaluation of Foxboro’s assets 
which has considerably 
strengthened the balance 
sheet 

Siebe’s professional advisers 
found tangible assets, such as 
more than 55 acres of land next 
to its headquarters, which 
were unknown to Foxboro’s 


senior executives. But the 
main contribution came from 
previously unrecorded intangi- 
ble assets, largely patents, 
licenses and trade maria, 
worth almost 2200m. 

Siebe has embarked on an 
aggressive £7tta restructuring 
programme which has already 
involved 1,600 redundancies. 
The moves include the closure 
of Foxboro’s European manu- 
facturing facilities which 
incurred a £14m loss last year, 
the consolidation of Foxboro's 
five manufacturing plants into 
three, the sale of its semicon- 
ductor manufacturing plant, 
an increase in subcontracting 
for components such as printed 
circuit boards and tighter con- 
trols on stocks and recelvaldea. 


Auditors stand down at Astra 


By Richard Gourtay 


STOY HAYWARD, the 
accounting firm, yesterday 
stepped down as auditors of 
Astra Holdings, file munitions 
group being investigated by 
the DTI and which nearly ad- 
lapsed earlier this year after a 
disastrous acquisition in Bel- 
gium. 

At Astra’s extraordinary 
general meeting Stay Hayward 
withdrew its name for reeleo- 
tton as auditors following erfti- 
rifiwr from shareholders at the 
arm earlier this month over 
its involvement in the 1989 
acquisition of Foudreries Reu- 
nies de Belgique, the muni- 
tions company. 

“We carefully considered the 
matter and amicably agreed 
[with Astra] that our name 
would not go forward for re- 
election,” Mr Dennis Robert- 
son, a Stay Hayward partner 

Less than a year after the 
222m acquisition, FRB col- 


lapsed and Astra had to make 
an cifim provision against the 
company’s closure in its 1990 
accounts. 

Mr Roy Barber, Astra chair- 
man, said Price Waterhouse 
had agreed to become auditors 
following Stay’s decision. He 
praised the way Stoy had 
worked with Astra since his 
appointment in March to com- 
plete a particularly difficult 
audit. ■ - 

Stay 'has'lieen' criticised for ' 
its audit of Polly Peck, the fruit 
and electronics group in the 
hands of administrators, and 
faced a further blow this 
month when Laventhol Hor- 
vath, the US accounting firm, 
filed for protection from its 
creditors under Chapter 11. 
Stoy is Laventhol Horwath’s 
international affiliate in the 
UK. 

Last month, Stoy took the 
unusual step of speaking out 
about its role as auditors to 


Polly Feck and Astra, saying 
that the firm was a victim of 
an “expectation gap" between 
what the public expected of 
auditors and their role in real? 
ity. 

The criticism of Stoy in foe 
Astra affair revolves around 
the 1989 accounts. According to 
Mr Barber, Astra was in 
breach of loan agreements cm a 
£50m credit facility from the 
beginning of 1989. . 

■ Institutional investors said 
that when they were asked to 
approve a rights issue in July 
1989 to fund the FRB takeover 
no mention of breaches 
in the loan covenants was 
made. 

Stoy Hayward has said that 
at the time it signed off on the 
accounts, Astra had come to an 
agreement with Its bankers 
which meant it would no lon- 
ger be in breach of the loan 
agreement 
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FINANCING THE FUTURE 


If your company has a turnover in excess of one million 
pounds, is profitable and could benefit from short term 
tra d ing funds of up to £25 0X)00 without encumbering your assi*ts u 
then contact our Business Development Office at: 



Please send me farther infonnalim 


Name. 


Tide 

Company. 


L_3 



ARROWS LIMITED FREEPOST 
Anows House, Dunham Mount, n nnlv.™ t 

Altdncham. Cheshire WAJ4 lBR. 

Telephones (XS l-941 250ft TMeii 667052. Arrows G. £toc 061-928 6948. 

ftffcxrr current mtetestaEs call up ' 
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UK COMPANY NEWS 


Philip Rawstome details the varying fortunes of a trio of regional brewers which reported yesterday 


Core activities behind 


Greene King’s 17% rise 


GREENE BING, the East 
Angli a n -based brewer, yester- 
day surpassed market expecta- 
tions with pore-tax profits up 17 
per cent from £9-4 lm to 
£11 -02m for the six months to 
October 28. 

Trading profits on turnover 
of £GSL23m (£56.07m) were 39 
per cent higher at £lL26m 
(£8.36m> and earnings -per 
share grew by 18 per cent to 
18-Bp 05.7PX 

The strong performance by 
the core brewing and pub 
retailing operations helped lift 
some of the gloom that has 
surrounded the company’s 
Ill-fated venture into the lei- 
sure business. 

K yesterday wrote off £4m - 
from the £6m proceeds of its 
sale of- a 25 per cent stake in 
Har p La ger - against its 
Involvement in Big K. Leisure, 
the roller slca*twg and dit yra 
company, which went into 
receivership earlier, this year. 
Analysts estimate the final 


cost could be two or three 
tunes that figure. 

The interim dividend is 
“creased by 14 pa* rent to &3p 
<2A». 

Greene King's volume beer 
sales grew by more than 4 per 
cent, helped in part by the 
acquisition in July of 87 pubs 
from AHiedrLyons. 

"We axe continuing to g»fti 
market share both in our own. 

and our new ■_ 
area to the south-east,” said j 
Simon Redman, chai rman. 

Development of a lager brew- 
ay at Biggleswade was com- 
pleted in March and was now 
providing all the group’s 
requirements for 


continuing growth, driven by 
our strong and resilient ale 


from 


Increased capital 
tore was reflected in 
interest charges, up 

£460,000 to ELSm. 

Mr Redman said: "We expect 
conditions in the market to 
remain, very competitive but 
we think we are well placed for 


• COMMENT 

Some uncertainty still sur- 
rounds plans tor the disposal of 
Big R’s operations but the best 
estimate at present is that 
Greene King may finally have 
to write off a total gigm as the 

cost of its leisure faw iT mrniwt 
But it now clearly has its eye 
back on what it does best: 
brewing and selling ale. Its 
strong trading performance 
during the first half; the result 
of a rapid and successful inte- 
gration of 87 new pubs into its 
estate and the resilience of its 
ale brands, resulted in pre-tax 
pro fit s some £l.5m above fine- 
casts. Analysts are upgrading 
ton-year forecasts from ssim 
to about £23m, with earnings 
per share pushing 39p, and a 
prospective p/e of 9.6. In spite 
of the Big R shadow, prospects 
are still bright. 



Mansfield 
Brewery 
ahead 5% 


Simon Redman: enjoying an increase In market share 


AlanBorpar 


‘Hard lesson’ leaves Eldridge Pope £2.4m In loss 


ELDRIDGE POPE, the 
USM-qubted brewer, yesterday 
reported “a major setback” as 
problems with its hotel and 
co m p u t in g interests resulted in 
attributable losses of more 
than £8m after extraordinary 

Wynnes 

At the pretax level, the Dor- 
set-based group ran up a deficit 
of £2.4m for the year to Sep- 
tember 29 1990, against profits 
of £3.06m, after taking into 
account £L5m of trading losses 
from the Realstream c o mp uter 


A loss of up per share com- 
pared with earnings of U-3p 
last time. 

An extraordinary charge of 
£&&n, after profits from sate* 
of pubs during the year, repre- 
sented a £3m write-down of 
investments in Wi ghrWT 
Bournemouth; anoof £3J»m on 
Realstream. 

Mr Christopher Pope, chair- 
man, said that the drain on 
resources from Hl ghcifff and 
Realstream had been stemmed. 


A 50 per cent Tinhtfag fo Higfa- 
cDJEf had been sold to Vanx 
Group which was now manag- 
ing the hotel 

Eldridge Pope’s original 
Investment in wt ghrtiff tmit 
been written down by £3m to 
and now tW the hotel 
was outside the group, borrow- 
ings bad been reduced from 
raajfr n to cigm 
The investment in Real- 
stream had been written off 
and the company would be dis- 
posed off early next year. 


Mr Pope said: *We have 
learnt a hard lesson. Our strat- 
egy for the years ahead Is to 
return to being a closely inte- 
grated group with an efficient 
quality brewery and an 
enlarged tied estate. We have 
every confidence in our ability 
to rebuild profitability.’* 

The dfrmmfication problems 
had distracted management 
and resources from the core 
brewing and pub retailing busi- 
ness which had a disappointing 
year with trading profit down 


from £5.69m to £L97m. 

Beer sales in oube 

had increased marginally but 
were down in the rest of the 
group's beer business, 
reflecting the effects of compet- 
itive discounting In the free 
trade. Acquisitions to the man- 
aged estate were now being 
considered as a means of 
volume and restor- 


dfrldend is main- 
tained at &35p, making a same- 
wgaiw a ip total. 


MANSFIELD BREWERY, the 
hw^ Midlands Humberside 
brewer, pushed first half pro- 
tux profits 5 per cent higher, 

from £4J3m to £4£m. 

Turnover fin* the six 
to September 29 increased by 

28 per cent to £Mm <£44Am) 

but operating profit, which 

rose 12.6 per cent to £6.7m 
(EBhSinl, was held back by the 
poor performance of non-core 
activities. Operating profits on 
brewing and retailing 
increased by 17.5 per cent. 

Earnings per share rose 
from 17.8p to 19.1p and the 
Interim dividend is lifted from 
3.4p to 33p. 

Mr Geoffrey Ken*, 
said that following a stra te g ic 
review of plans for the 1990s, 
it had beat decided to with- 
draw from the remaining 
peripheral activities. 

Frampton Village Oder was 
sold to Buhners in August and 
withdrawal from bmwim res- 
taurants and the Rainbow 
International carpet cleaning 
franchise had resulted in an 
extraordinary charge oCfl-9m. 

Draught beer sales had 
maintained market share in 
the company’s trading area, 
with strong g ro w th from Rid- 
ing cask-conditioned bitter. 
Sales of lower margin pack- 
aged beers to multiple grocers 
and cash and carry outlets had 
doubled. 

“The econ o mic climate has 
dearly worsened since Septem- 
ber,” Mr Kent said, "and it 
would be incautious to expect 
that reduced consumer spend- 
ing win not Impact on sales 
during the coming six 
months.” 


Matthew Clark buys out JE Mather minorities in £12m deal 


By Philip Rawstome 


MATTHEW CLARK, the UK'S 
largest independent distribute* 
of wines and spirits, is spend- 
ing ci 2m on buying the minor- 
ity interests, held by Bass, and 
IDV, the Grand Metropolitan 
subsidiary, in JE Mather, its 
Stone’s gfoggr wine and sherry 
company. 

Mr Peter Aikens, Clark’s 
rinel executive, said yesterday-. 
"The acquisition reflects our 
strategy of developing the 


group principally as a producer 
of drinks and of extending its 
portfolio of owned and agency 
brands.” 

JE Mather, based in Leeds, 
iMtlfl pre-tax profits of £Sm on 
turnover of £34m in the year to 
April 30 1980. Net assets 
totalled £10.6m, including 
£L9m Rftwfr - 

Soine 80 per cent of Mather's 
turnover comes from sales of 
British sherry and Stone’s gin- 


ger wine. It owns Old Rn gtomf, 
the leading branded British 
Sherry, and has a strong pres- 
ence in the own-label sherry 
market. Stone’s ginger wine 
accounts fin- over 70 per cent of 
the UK's branded gin g er wine 

Clark’s move to gain full 
control erf the company marks 
a farther step in the refocusing 
of the group's business since 
toe double mow last year of 


losing the Martell and Irish 
Distillers agenctes. It has since 
gained new agency business 
from Domecq sherries, Funda- 
dor brandy, Grand Marnier 
liqueurs and others. 

Mr Aikens said that the 
group would now have greater 
freedom to acquire additional 
drinks brands tor production at 
Mather’s facilities in Leeds 
where volumes could be 
increased substantially with 


wimhnal Ir r o Hwtm wnt 

Acquisition of new brands 
had been constrained by the 
partnership with Bass and IDV 
because of possible competition 
with their own products. 

Subject to shareholders’ 
approval, Clark will pay mm 
cash for the 48 per cent state 
in Mather owned fay Bass and 
IDV. Deferred payments of 
£2jftn may also become due In 
1994, depending on the amount 


of Mather’s products bought by 
Bass and IDV over the next 
three years. 

Bass and IDV last year 
accounted for 18 per cent at 
Mather’s turnover. 

dark will Wnanw* the acqui- 
sition by a five year bank loan 
of £8m and out erf ex isting cash 
resources. Gearing is expected 
to rise to 25 per cent but 
should fall to about 15 per cent 
by next April. 


Allied Colloids hit 


by lower margins 


By env Cook ao n 


ALLIED COLLOIDS, the 
specialist chemicals group, 
raised pretax profits by just 1 
per cent to £l&4m In the six 
months to September 29, on 
turnover ahead 9 per cent at 

The Oat outcome disap- 
pointed the market and toe 
shares dosed 9p down at 113P. 

The Bradford-based company 
said margins were reduced by 
"considerable revenue invest- 
ment in our new systems for 
production, stock control and 
forecasting together with com- 
missioning cost relating to the 
additional facilities Installed In 
our US plant” 

Start-up costs for the plant 
in Suffolk, Virginia, were 
greater than expected, accord- 
ing to Mr Gordon. Senior, 
finance director. “We’ve had 
one or two problems we did not 
anticipate,” be said. But the 
plant was now running satis- 
factorily at about 50 per cent at 
capacity. 

“Although current market 
indicators still support our 
expectation of continuing 
growth In sales and pro fits in 
the second half erf our financial 
year, any forecast at this time 
must also expre ss some cau- 
tion having regard to the 
increasingly adverse Interna- 
tional economic outlook.” 

Specialist chemicals compa- 
nies such as Allied Colloids are 
generally far less vulnerable to 
an economic downturn than 
the giants such as Id, but they 
ate not Immunft. 

“We sell very broadly, in a 


lot of different Industrie and 
in many countries,” Mr S enior 
saw, “if there Isa world reces- 
sion it well affect us to some 
degree. 

Allied Colloids has been 
squeezed by the rising cost of 
its oil-based raw mate rials 
since the Gulf crisis. 

Earnings per share rose mar- 
glnaDy to 4.63p (4.6lp). The 
interim dividend is raised to 
08p (0.75p)- 


• COMM HIT 

The longstanding premium of 
Allied Colloids snares com- 
pared to the market has almost 
disappeared during the course 
of this year and more results 
like these will do nothing to 
bring it back. Pre-tax profits 
for 1990-91 will probably be 
close to last year's £4 1 Am. giv- 
ing a p/a of about 11. Even if 
sales and operating margins 
pjbek up In 1901-93. profits then 
are likely to be bit bard by 
adverse currency movements 
- the company has fully 
hedged this year but no hedg- 
ing is in place for the following 
year. However, krag-benu pros- 
pects look excellent: the com- 


pany's green activities, ma k i n g 
k control 


chemicals fix pollution 


and paper recycling, account 
fin: about a 


quarter of current 
turnover and will receive 
increasing attention from 
investors. But the shares are 
likely to languish fin- a while, 
unless the specialty chemicals 
sector sees another take-over 
battle like Foaeco-Burmth Cas- 
tro 1. 


Reed Executive falls 35% 

By Jan* Fullar 


REED EXECUTIVE, the 
family-controlled employment 
agency, saw pre-tax profits 
sSde by 35 per cant in the six 
months to September 28. 

The taxable figure fell to 
£2£5m (£3J»m) on turnover of 
£68.05m (£70 .29m). An inflow of 
cash helped to produce net 
interest income of £129,000 
(£2L000). 

Mr Alex Reed, chairman, 
said the company had been hit 
by a decline in the number of 
vacancies and job candidates. 
Be warned that the second half 
seemed likely to be even worse 
than the first. “Shareholders 
should not expect any improve- 
ment in the short term.” 


The company, which has 200 
branches, mainly in the south- 
east. focuses on placing office 
staff and accountants. Mr Reed 
Mid the business wUmat* 
been particularly bad in the 
City of London. “People are 
staying put rather than chang- 
ing jobs.” 

Earnings per share fell to 
2.6p (4.7p). The interim divi- 
dend is held at 0-6p. 

In the year to Much 31, Reed 
saw pre-tax profit fall by 43 per 
cent to £5.1m and cut its final 
dividend. 

The share price shed a fur- 
ther 6p to dose at 29p yester- 
day, compared with a high for 
the year of lG3p. 




GROUP RESUITS FOR HIE SIX MONTHS 
ENDED 30th SEPTEMBER. 1990 (unaudited) 


"CONETOENt AND CONSISTENT 

ACHiEVEMENT / am pleased with Anglian 

Water's progress in our first six months ofthis financial year. 
We are on course to meet our targets, both financial and in 
terms of service to customers. We are particularly pleased 
until the response to our loan stock issue, our high credit 
rating and our item status as a FT-SE 100 company. 
Management and all our employees provide a strong team 
dedicated to service to our customers, improving tire envir- 
onment and providing a good return for our shareholders. 
In the absence of unforeseen circumstances l am confident 
about the outcome for the full year. 99 
Chairman, 

Bernard Henderson, CBB. 

The Directors are 
. to report a. Group operating 
. profit for the half year ended 
30th September 1990, up by 
some 203% on the half year to 
September 1989, of £923m on 
turnover of £2283 tn. Profit on 
ordinary activities before- tax- 
ation was £84.4m. 

The Board has declared an 
interim dividend of 5-8p (net) per 
ordinary share; which will be 
paid on 4th March 1991 to share- 
holders on the register on 28th 
January 1991 

It should be emphasised that 
the results for the first half year do 
not fully reflect costs which will 
arise in the second half year as 
a consequence of the gradual 
build up of capital and revenue 


. The Group obtained excellent credit ratings from. two. 
major international agencies and we were the first of the 
privatised water companies to access the public debt markets 
through the issue of £100 million index-linked IB year loan 
stock in July. 

Since toe 30th September; Anglian has joined the FT-SE 
100 Index of leading stocks which reinforces Anglian's position 
as one of toe UK% leading companies. 

Noras 

LThe financial farfonnattoin contained in lids interim statement does 
not constitute statutory accounts within the meaning of Section 240 of 
the Companies Act 1985. 

2. The interim results for the six months ended 30th September 1990 
have been prepared on the basis of the 
historic cost acootmting policies set out in 


costs (eg. the pumping costs 
associated with recharging sur- 
face water reservoirs in the winter). 

The profit figure should not there- 
fore be taken as indicative of the 
full year results. 

During the period we have 
continued toe successful start on 
the implementation of our 10 
year; £33 billion investment 
programme which will bring about major improvements 
in both water quality and toe water environment 

Anglian Water's investment is additional groundwater 
schemes and reinforcement of toe distribution network, 
together with good management of surface water resources 
ensured that supplies were maintained with few restrictions 
despite the exceptionally dry sammet However; very substan- 
tial rainfall is still needed this winter to recharge aquifers 
before we can lift the hosepipe ban in parts of the region. 

The hot dry weather increased the threat of a reappear- 
ance of the blue-green algae experienced last year 

Rfe took eariy action to contain this phenomenon and 
treatment at our major reservoirs successfully ensured that 
occurrences of algae were limited. 
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the published accounts of Anglian %ter 
Pic for the year end ed 31st Mareh 1990. 
Comparisons with audited results for the 
year ended 31st March 1990 and the 
unaudited results for the six «wnwth« 
ended 30th September 1989 are distorted 
by the fact that these results included 
interest on loans to HM Government that 
were subsequently written off w h en the 
company was privatised and that the 
c ompan y was only operating as a public 
Hmfied company for part of this period. 

3. The tax charge for the riz months 
ended 30th September 1990 is the 
Advance Corporation Hue payable tn 
respect of dm interim dividend. 

4. Comp arati ve figures for earnings and 
dividends per ordinary share for the . 
period ended 30th September 1989 have 
not heat presented. The number of shares 
Id issue mid the actual profits for that 
period are not considered to be 
r e pre sent ativ e of the Groopfc position 
fallowing implementation of the new 
capital structure post privatisation. Pro- 
forma earnings per ordinary share for the 
year ended 31st March 1990 have been 
presented. This h** been wilaihiwl by 
dividing pro-forma profit on ordinary 
activities afla 1 taxation by the ordinary 
shares fa issue. The pro-forma profit on 
ordinary activities after taxation has 

bees tatenfolad by adjusting adnal profit before taxation of £8&lm for a 
£529m reduction hi interest payable (to reflect the interest saving that 
would have arisen if the new capital structure had been is place fcom 1st April 
198?) and for a pro-forma Advance Corporation Tkx charge of EOStm (based 
upon a notional dividend of £45Jm which the Directors considered they 
would have recommended if the new capita] structure had been in force from 
1st April 1989). 

Copies of Uds statement are available from (he Company Secretary 
at the registered office of the company (Anglian House, Ambury Road, 
Huntingdon, Cambs PEIS 6NZ). 
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Norcros down 47% as building slump bites 

By Jane Fuller 



Ashler A 

Michael Doherty - over £100m spent on restructuring 


THE SLUMP in construction 
has taken its toll on Norcros, 
the building materials and 
print and packaging group, 
which saw pre-tax profit Call by 
47 per cent to less than £iOm in 
the six months to September 
30. 

After maintainin g its barely 
covered dividend last year, 
the group has cut the interim 
payment from 5p to &5p. 

Taxable profit fell to £9.77m 
from £18.32m, itself 37 per 
cent down on the first half 
of 1988-89. Turnover declined 
to £219. 58m (£229. 9m) and 
operating profit to £13.84m 
(£17. 75m). 

Interest, which showed a 
surplus of £570,000 last time, 
accumulated a payment of 
£4 .07m. Gearing rose from 
about 47 per cent at the year- 
end to 70 per cent in Septem- 
ber and was expected to stay 
close to that level for the rest 
of the year. 

Mr Michael Doherty, deputy 
chairman and chief executive, 
said debt had built up as the 
group spent more than £l00m 
over two years on restructur- 
ing and capital projects, such 
as a new factory for Crittall 
Windows to replace two old 
ones. 


Of this total, abont £40m 
was attributable to redundan- 
cies and relocation: 2,500 jobs 
were being shed, 23 pet cent 
of the workforce. 

In the building downturn, 
the hardest hit subsidiary bad 
been Crosby-Sarek, where 
three window and door 
malting businesses were being 
merged and the number of 
sites coming down from eight 
to five. 

This formed part of the 
building products division, 
which saw operating profit 
fall to £9.01m (£1 1.56m) on 
sales of £98. 57m (£94.58m). 
Better performers included 
Triton showers and Crosby 
Kitchens. 

A longer standing reorgani- 
sation, involving an excep- 
tional provision of £26m 
in last year's accounts, was 
going on in ceramics, where 
profit plummeted to £2.43m 
(£5.43m) on sales of £60 .51m 
(£63. 6m). Business had also 
turned down in South Africa 
and Australia. 

Printing and packaging 
would have increased profit, 
said Mr Robert Alcock, 
finance director, except for 
the £800,000 exceptional cost 
of streamlining Norprlnt. 


Divisional profit was £4.03m 
(£4. 73m) on sales of 249.16m 
(246.48m). 

Earnings per share fell to 
4.4p tfLSp). 

• COMMENT 

Norcros has been through a 
stormy period since it nar- 
rowly escaped Williams Hold- 
ings’ £570m bid in spring 1987. 
With Mr Doherty coming in a 
year later, the management 
first concentrated on dispos- 
als and then turned its atten- 
tion to the inadequacies of 
continuing activities, with the 
big problems being the John- 
son tiles businesses and, more 
recently, Crosby-Sarek. With 
interest rates staying higher 
for longer than expected, the 
management has tried to do 
several costly things at once: 
keep np the generous divi- 
dend, continue the capital 
spending and pay up for 
redundancies and factory 
moves. In two years’ time it 
may all look worthwhile as 
the bolstered market posi- 
tions reap their harvest. 
Short-term reassurance would 
be welcome in the form of bet- 
ter profits from chronically 
flat markets. Meanwhile, the 
group is exciting patience 


from investors, comforted by 
a prospective yield of about 11 
per cent and the thought that 
the good proprietary names 


forecast pre-tax profit of £24m 
to cat™ gives a prospective 
multiple of about 10JS on yes- 


terday’s dose of 118p, which 
might attract another bid. A looks fully priced. 


Pentland splashes out for Speedo Europe 


Morris Ashby seeks 
growth from castings 

Pre-tax profits at Morris 
Ashby, a specialist diecasting 
and lMeMniwg group, fell 17 
per cent in the six months to 
end-September. 

However the USM-quoted 
company said that its pros- 
pects were underlined by the 
appreciable increase in sales of 
dies and other toolings. F u t ur e 
profits would arise from the 
castings made from the dies. 

Turnover was up 10 per cent 
at £5.66m (£5.l2m) for taxable 
profits of £453,000 (2543JW0). 
Earnings per share were 4-04p 
(4.69p) and the interim divi- 
dend is maintained at l.7p. 


By Alice Rawstttom 

PENTLAND GROUP, the 
consumer products company 
which recently delayed plans 
to sell its stake in Reebok, the 
US sports shoe concern, is 
expanding its swimwear inter- 
ests by buying a controlling 
holding in Speedo Europe. 

Pentland is joining forces 
with Speedo Europe’s manage- 
ment to buy the business for 
£45m. It has acquired the com- 
pany from the receivers of 
Response, the UK clothing 
company which went into 
receivership earlier this year. 


This summer Pentland 
acquired the worldwide rights 
to the Speedo name and the 
license for Speedo in Australia. 
It participated in thp man- 
agement buy-out of Speedo US, 
which holds the license for the 
brand in North America. 

The acquisition of Speedo 
Europe, which owns the 
Speedo license across Europe, 
means that Pentland is now 
involved with Speedo in all its 
main markets, except Japan. 

Mr Richard Stevens, direc- 
tor, said Pentland plans to 


review the Speedo businesses 
to see whether there is any 
scope for development an an 
international scale. However, 
he did not envisage making 
significant operational changes 
in the foreseeable future. 

In yesterday's deal. Pentland 
acquired 80 pm* omit of Speedo 
Europe’s equity, with an agree- 
ment to buy the management's 
20 per cent holding over the 
next four years. Speedo Europe 
last year made pretax profits 
of £900,000 on turnover of 
£15.6m. 


The Pentland Group is plan- 
ning to make further invest- 
ments in consumer pro du ct s . 
However, Mr Stevens said it 
was unlikely to conclude any 
other acquisitions In the short 
term. 

This summer. Pentland 
announced plans to sell its 31 
per cent stake in Reebok. The 
stake is «hh up for sale, but 
Pentland suspended plans 
to actively market the shares 
because of the depressed state 
of the US and UK stock mar- 
kets. 
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PILLARS OF STRENGTH 




6 months to 
Sept 30 1989 

Increase 

1989-1990 

Turnover (£m) 


663.2 

UP 3.1% 

Pre-Tax Profit (£m) 


80.8 

UP 5.6% 

Dividends (£m) 


9.7 

UP 10.0% 

Dividends Per Share (Pence) 

Iglgp 

5.0 

UP 10.0% 

Earnings Per Share (Pence) 


24.4 

UP 5.0% 


SIEBE 


Siebe pic, Saxon House, 2-4 Victoria Street, Windsor, Berkshire SL4 1EN, England. 



Flat trading leaves Holmes & 
Marchant 12% lower at £4.4m 



By Jane Fuller 

HOLMES & Marchant, the 
marketing services company 
which 12 days ago deflated 
profit expectations for the year 
to September 30, yesterday 
revealed a 43 per cent drop in 
the pre-tax figure and cut its 

dividend. 

The fall in taxable profit 
from £7.67m to £438m included 
exceptional costa of £l.l6m to 
cover redundancies and reor- 
ganisation at existing busi- 
nesses, and a £245,000 loss at 
discontinued production units, 
including plate making and 
typesetting. 

Turnover was flat at 
£55.81m, compared with 
£55„33m which was restated 
from the previous year’s 
£60.4m to exclude the discon- 
tinued activities. While operat- 
ing profit foil by about Elm to 
£7.1m, interest charges rose 
sharply to £L32m (£762.000). 

Net bo rrowin gs started the 
year at £5.6m and finished at 
£11.4m after the group had 
paid out nearly £7m cash, 
mostly in in deferred payments 
for acquisitions. Mr Emyr 
Jones, financial director, said 
this year’s earn-outs would 
amount to £L4m. He was bud- 
geting for an average debt of 
giflm over the year. 

Mr John Wnlmaa, chairman 
and chief executive, who owns 
12 per emit of the equity, said 
that whereas in previous reces- 
sions the group’s packaging 


Holmes & Marchant 


Sham price (pence) 



anH promotion businesses had 
-gone through the roof*, the 
reverse had happened this 
time. 

The traditionally bu sy 
months erf August and Septem- 
ber, when clients in the food 
and drink sectors geared up for 
Christmas, had fallen flat with 
a particularly ill effect on sales 

g romotion, which accounted 
ir 25 per cent of operating 
profit. 

Design, contributing 40 per 
cent, saw good performances 
by Holmes & Marchant and 
Enskat offset by Blitz, where 
there had been substantial 
management changes and a 
halving of the workforce. 

The steadiest part of the 
group had been advertising 


agencies. 

Net extraordinary costs or 
£951,000 included more than 
£lm for closing discontinued ■ 
businesses. Earnings per etam 
fell to 19.6P (30.2 j>) after a 
reduced tax charge of l? per 
cent The proposed final dfo 
rtfl nd is cut to &3p rafcfaft a 
total of 6.6p <7.5p). 

• COMMENT 

After finding that his mid-year 
confidence was misplaced. Mr 
Holmes's preferred description 
for current conditions is *vola- 
tfle". although he is anxious to i 
stress that things have 
Improved since September. 

They need to. H, as the group 
hopes, its markets get no 
worse overall than they were 
in the second half attest year, 
it should start to bring down 
debt and keep Interest pay- 
ments adequately covered. Cin- 
ting the workforce from fiso to 
480 and getting rid of the 
equipment to which this people 
business is so averse has 
reduced the cost base and sim- 
plified the organisation. It 
looks like a survivor with 
scope to bounce back longer 
term. On yesterday’s dosing 
price of 45p, less than a fifth of 
the January high, the prospec- 
tive multiple is a tittle more 
than four on a conservative 
current year forecast of am. 1 
Bat there is no harry to bay 


for recoveiy. 


NEWS DIGEST 


T naHc rlmiin operations in the leisure sec- 
JjCCIuS VXJL UUU tor. a move represented by a 
• write-off below the line of 


improves 
18% to £4m 

LEEDS GROUP, which has 
interests in textile dyeing and 
printing and the sale of yarn 
for weaving and knitting, 
reported an 18 per cent 
increase from £3.4m to £4.01m 
in pre-tax pr ofit s for the year 
to September SO. 

Mr Robert Wade, chairman, 
gaiii that all six textile divi- 
sions did well and showed 
increased profits compared 
with 1989. Langholm Dyeing, 
acquired in January, made an 
excellent start with profit 
ahead of forecast. 

Turnover increased by 20 per 
cent to £32£9m (£27 .53m) and 
naming g improved by just 12 
per cent to 25.2p (22. 6p) 
reflecting shares Issued for the 
p urchas e of Langholm. 

. _ A proposed final dividend jrf , 
6J25p makes a 925p (8-5p) total. 

Rent roll up 20% 
at Evans of Leeds 

Evans of Leeds, the property 
investment and development 
group, yesterday reported prof- 
its of £3Jm for the six months 
to end-September 1990. 

The ou t come , against 23.22m, 
came, the company said, in 
spite of the continuing high 
cost of financing its develop- 
ment programme, which 
should result in additional 
rental flow. 

The current annual rent roll 
amounted to £15.7m - an 
increase of some 20 per cent on 
the £X3.1lm of September 1989. 

The interim dividend Is 
raised to 1.18p (i.l25p 

adjusted), payable from earn- 
ings of 3£5p (3-l9p) per share. 

Deficit deepens 
at Sycamore 

Pre-tax losses at Sycamore 
Holdings, a manufacturer of 
foundry products, moisture 
testing equipment and leisure 
products, increased from 
£445.000 to £2.78m in the year 
to September 30 after excep- 
tional costs of £L6m, compared 
with £53,000. 

Mr Bill Rhodes, appointed 
chairman in October, said 
the loss on a slightly reduced 
turnover of £7.4m represented 
the starting point for the pro- 
posed turoround in 1990-91. 
The exceptional costs related 
to the write-off of obsolete 
stocks which, said Mr Rhodes, 
had for too long been held as 
useful assets of the business. 

The group is undergoing 
financial restructuring. Last 
September there was a two-for- 
one rights issue at lOp per 
share and a subscription of 
shares to raise a further £2m. 
The 25p ordinary were subdi- 
vided into (me ordinary share 
of 5p and one deferred share of 
20p- The deferred shares are to 
be cancelled under a proposed 
capital reduction. 

Losses per share amounted 
to 29.4p (4.75p). No dividend 
has paid since August 1984. 


£296,000. 

Earnings per 5p share 
emerged at 3.74p (3.4lp) and 
tiie interim dividend is to be 
raised by 10 per cent to 0.6Gp. 

Acal checked by 
higher interest 

A sharp increase from £186,000 
to £439,000 In interest charges 
due to acquisitions held back 
Acal’s improvement in pre-tax 
profits to 8 per cent at £2.l6m 
in the half year to September 
30. 

The group, a USM-quoted 
electronics and industrial con- 
trols distributor, increased 
sales by 28 per cent to £80.75m 
(£24Slm) while operating prof- 
its rose 20 per cent to £2JS2m 
(£2.im). The improvement 
Included the initial turnround 
of the Technitron acquisition. 

Tax losses available from the 
pivsbase reduced the otiacga tp 
£768,000 (£843,000). Earnings 
per share rose from 8.4p to 
lO.lp and the interim dividend 
goes up from L56p to L8p- 

Margins under 
pressure at Atkins 

Atkins Brothers, the Leicester- 
shire-based textile company 
which Mrjipr thia year aban- 
doned takeover talks with a 
prospective suitor, reported a 
£58,000 fall to £192,000 in pre- 
tax profits for the six months 
to end-September. 

Mr Bill Dawson, chairman, 
blamed the 23 per cent down- 
turn, which followed a fall in 
profits of £396.000 to £870,000 
for the previous full year, on 
declining consumer spending 
and the hot summer. 

Margins came under consid- 
erable pressure, particularly in 
the hosiery ana leisurewear 
divisions. 

Turnover on continuing 
activities dipped by 3 per cent 
to £7. 77m (£8m). Earnings 
emerged at 3.6p (4.14p) and the 
interim dividend is a same- 
again 3.6p. 

Interest lift for 
Tomorrows Leisure 

Tomorrows Leisure reported a 
significant rise, from £176,000 
to £408^XX), in pre-tax profits 
for the half year to September 
30, leaving aside the excep- 
tional profit of £7 Jim on me 
sale of the George Washington 
Hotel last year. 

Mr John Sanderson, chair- 
man, said the improved results 
were mainly due to interest 
received of £407,490 (£112^00) 
on bank deposits resulting 
from the sale of the hotel. 
Operating profit amiYnntp^ to 
only £490 (£64,150) on turnover 
of £2^4m (2.72m). 

Earnings, excluding excep- 
tional items, were up from lp 
to 2.7p. There is no Interim dis- 
tribution. The shares are 
traded on the Third Market 

Chiltern Radio 
advances to £1.3m 


In Shops withdraws 
from leisure 

In Shops, the retail and busi- 
ness centre operator, lifted 
profits to £L91m pre-tax for the 
six months to September 30. 

The 44 per cent rise from last 
tune’s 21.32m came on turn- 
over ahead from £8.68m to 
£UL09m. 

Mr Urn Brookes, chairman, 
said that while the business, 
was not immune, it had shown 
a "strong resilience to the 
recessionary climate". Never- 
theless, it is to cease its 


Chiltern Radio, which nmw to 
the main market some 12 
months ago, yesterday 
reported a 35 per cent improve- 
ment in profits to ti Mm pre- 
tax for the year to end-Septem- 
ber. 


Gloucester Broaden 
which consists of two ra 
tions - Severn Sour 
Three Counties Radio - 
to £1.3m. 

Turnover rose to 
(£3 -55m) and earning s i 
through at 14.3p (11.85). 
posed final dividend i 
makes a 4£p total 


Looking ahead, Mr Peter 
Buxton, chairman, said local 
advertising revenue was con- 
tinuing to increase. He warned, 
however, that a significant 
^priiiw in national advertising 
across the industry was likely 
to result in an overall fall in 
revenue of some 9 per cent tax 
the first quarter compared 
with 1989. 

Norfolk House 
raising £40 m 

Norfolk House Group, a devel- 
oper of petrol service stations, 
has entered into a series of 
transactions with major oil 
companies, hoteliers and res- 
taurateurs to raise £40m. 

Some £30m has already been 
received with the balance 
payable over the next six 
months . 

The transactions include the 
sale of 17 filling stations and 11 
roadside sites for supermarket, 
restaurant, car showroom and 
pub m«g throughout the UK. 

The., .transactions also 
include the forward procure- 
ment of over Ibn litres of pet- 
rol and diesel fuels, which the 
group considers to be prudent 
should supplies be affected by 
an outbreak of hostilities in 
thp Middle East. 





After 40 yean in the 
Property business we 
have built up an 
unsurpassed level of 
expertise in making a 
success of even the 
most difficult property 
situation, be it 
commercial, residential 
or construction. 

We are pleased to 
announce the launch of 
our property recover/ 
unit which draws on 
these skills to overcome 
the challenges of today's 
troubled times. 


The 


PROPEITr 

XKCOVERY 


Service I 


Purchase of sites from 
Banks. Receiver and 
Property Companies. 

Management and 
Construction of part 
complete projects. 

Provide warranties / 
NHBC. 

Management and 
equity support to 
complex development 
proposals. 

Developing out sites 
left with Banks and 
Receivers. 



Hunting 

Gate 


4444 


Contact: J,P. Walters, 
FRiCS Hunting Gate 
Group Limited, 4 Hunting 
Gate, Hitchin, Herts. SG4 
0TB Tel: 0462 45 4444. 
Fax; 0462 455924 
London OTfcc: 11732 Grom'" 0 '' 
St London WFX tF6. T*h 071 
<«4. Fit. 071 7T4S 
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BUSINESS AND THE ENVIRONMENT 


F rance. -wHl in the next few 
weeks reach the rirmar of a 
year-long deb a te over where 
and how to store high-level 
which 


of tte pohHc s^^theSSte 
nuclear power. 

seem odd that Prance; 
inore dependent on unclear energy 
«»a any other country In the world, 
has made less progress on farfiw 
deep waste storage sites «vsm other 
tag nuclear producers. Even environ- 
menta lly sensitive Germany has one 
deq? site ready to cnen and arwrfhoF 
tolder study, whSe Belgium fe mm . 
hung a possible site and Britain has 
Stomarised two possible areas. The US 
has one test site in operation and 
a n othe r under study. They long ago 
accepted that — at least te&nkally — 

deep storage was the best option. 

Andra, the waste management 
agency attached to France’s state-con- 
trolled Commissariat a I’Energie Ato- 
ndgue (GEA), has been str u ggling for 
me pa st thr ee years to complete geo- 
togical surveys an fear possible areas. 
Local opposition has so violent 
the Michel Bocard, the prime minis- 
ter, forced Andra to halt the project 
last February, to -allow a year’s re- 
think and public consultation. 

Even if Andra gets the green Hgfat 
after the results of the c on sul tation 
are published this month, it win be 20 
years at the earliest before the agency 
can complete the testing and con- . 
structton work needed for a deep star- 


Burial of waste from France’s nuclear industry is coming 
under unprecedented public scrutiny, writes William Dawkins 

Loud rumbnngs from 
beneath the surface 


The French environmental lobby, 
until recently an insignificant politi- 
cal force, has woken up late to the 
dfl emma s posed by nuclear power, so 
toe government has ***»*» much 
longer to try to soothe their concerns. 
Until the 1986 Chernobyl accident 
there was a strong consensus across 
all respectable political parties in 
favour of unclear energy, with very 
little public debate about waste. 

Now the viscerally anti-nuclear 
Green Party commands around 15 per 
cent in the opinion polls, having 
taken 11 per cent of the vote in last 
year’s European elections. The gov- 
ernment does not wan* unit cannot 
afford to change Its dependence on 
rmrTpnr power — and hgrtop Hw i ww l 
lor deep waste storage - but neither 
can it afford to ignore the environ - 
mentalists. The Greens want the gov- 
ernment to keep nuclear waste in 
temporary storage above ground and 
research other methods of making it 
safe, explains Antoine Waechter, a 
Euro-MP who was the Green Party's 
candidate in the last presidential eteo- 
tion. Andra dismisses that idea as 
dangerously impractical. 

French public debate on nuclear 
safety Is still not nearly as intense as 
in neighbouring Germany. Yet a num- 
ber of amaTi ipddeate have attracted 
enormous publicity in recent months, 
most notably toe discovery of faults 
in the water filters of 17 of France’s 57 
reactors. Roger Fanranx, the in du s try 
minister — ultimately responsible for 
civil nuclear policy — has denumded 


an explanation from the state-con- 
trolled Blectrldfe de France (EdF), 
which has promised to tighten up on 
plant inspection. 

Meanwhile, the discovery in Sep- 
tember of unusually high radioactiv- 
ity at a former CEA surface storage 
site at SaixttrAobin, south of Paris, 
has further intensified public worries 
over storage generally. 

HdHp RoovHkns, a strong-minded 
former head of the SNCF waHr^ai 
railways board, who became CEA 
chairman last year, P^g w f to 
improve the CEA's controls, to do 
more to inform toe public and to 
speed up the selection of a deep stor- 
age site. Before taking up tbs job, 
RouviUols delivered a critical report, 
blaming much of toe current impasse 
on the CEA itself. The CEA had 
allowed its management to become 
rigid and lose the initiative In setting 
nuclear policy, especially in stressing 
the need for deep storage, said the 
document, which has shaken the 
whole of the French nnrW industry. 

Even though France reprocesses all 
the EdF reactors’ spent fuel, at a 
plant owned by Cogema, toe CEA’s 
nuclear fed subsidiary, the process of 
extracting usahle material still leaves 
behind 1 per cent of nan-recyclable 
radioactive waste. This, plus waste 
from the reactors themselves, will 
produce about 4^00 cubic metres of 
medium- «nri high-level waste annu- 

Andra reckons Fraxm^wilf have 
around 92,000 cubic metres of 
medium- and high-level wa s te requir- 
ing deep storage. 

Currently, France stores all its 
waste above ground. Low-level waste 

— such as clothing phnae vessels 
tools from laboratories and reactors 

- is stored in concrete or resin con- 
tainers ^chiri ftwridp reinforced con- 
crete boxes, at a 20-year-oM site at La 

hfannho, near Cogerna’s wipm ceneiwg 

plant in La Hague. Britanny. similar 
bo the British Nuclear Ful’s storage 
site atDrigg, Cumbria. 

La Blanche's 100,000 cubic metre 
capacity is nearly used up, so 
low-level waste from next year win be 
delivered to a mnrh larger site in the 
Aube, south east ctf Paris, with a lm 
cubic metre c ap acity , enough for 30 
years. Once full, the La Blanche site 
will be covered in a waterproof bitu- 
men-based material plus a thick layer 
of day. Hie CEA will monitor it and 
ban public access for 300 years. 


Storage off radioactive waste in France 

Storage steson 
the surface 
(already in 
service) 



Opposition was so violent that 
Andre's en gin ee rs could only drill for 
samples at one site, hi the Aisne, and 
work came to a complete halt for 
most of 1989. 

The Government asked Andra to 
start again at the end of last year, but 
changed its mityi a few mrmfhg later, 
sensitive to complaints from trade 
unions and environmental lobbies 
that it W to consult *ho public 
properly. Rocard accordingly called 
for a 12-month moratorium on the 
deep storage project while interested 
parties could give their views. 

Two bodies were asked to report. 

the independent College de la Preven- 
tion des Risque*, phis a parliamentary 
committee of IS senators and 16 MPs. 

They axe expected to produce their 
final opinions by toe wi HdV of this 
month in an encouraging sign for 
CEA and the government, the college 
has already said in a preliminary 
report last April that deep storage is 
unavoidable. The parliamentary com- 
mittee’s stance is still an open Ques- 
tion, says Chenevier. 

The college provisionally recom- 
mends that Andre excavate under- 
ground laboratories at each of toe 
four sites, to monitor the geological 
cond rtt o Ds for eight to 10 years. On 
the strength of these studies it would 
choose the safest single site around 
toe year 2000, to come into service by 
2010. This is exactly in line with 
accepted terhnkwl practice and with 
Andre's plans, says Chenevier. 

Locals questioned by the parliamen- 
tary committee have come up with 
-three main kinds of objections. Scone 
- led by the purist Green Party - 
want a complete stop to nuclear 
power, ex trem e ly unlikely to become 
public policy. The government 
accepts that it was late in recognising 


High-level waste is stacked either in 

the sawiw Wnd of co ntai ner or tnmail 

into glass blocks, shared in reinforced 
and cooled warehouses at a Cogema 
vitrification, pfowt in Ifarco uie or near 
La Hague, until a deep site can be 
found. “For us, surface storage is no 
longer a solution,’' says Francois Che- 
nevier, Andra’s director. 

Andra first inoHng for suit- 

able deep storage areas in the early 
1980$, in a European-wide geological 
survey organised by Euratom, toe 
European Community’s atomic 
energy co-operation body, jointly with 
toe EC’s main nuclear power produc- 
ers, Ger many , Britain, Belgium and 
Spain. Kie ideal geological formations 
for deep storage are large and stable 
deposits of salt, clay, granite or schist 
200 to 300 metres beneath the surface. 

What makes than matartnlc Jdanl jg 
that they keep out water, for any 


underground stream p«««fag buried 
nuclea r waste would contaminate toe 
nearest spring. They must also have 
been stable for th» tm»b» K Om to 150m 
years and be likely to stay that way 
for at least 150^00 years in the future, 
says Chenevier. 

Three years sgo, France’s p revious 
dgfabwing go v ernment asked Andra 
to crane op with specific sites, hi ret- 
rospect, toe timing was poor, only a 
year after the Chernobyl anejAm t had 
begun to make a previously uncon- 
cerned French public about 

their dependence on nndear-gener- 
ated electricity. 

Andra started geological s urveys on 
four »ni M that appeared to fit ite cri- 
teria, nwtta- clay in the Aisne area, 
north of Paris, salt near Bourg-en- 
Bresse in the south east, m^fat in 
Maine-et-Loire in the west and gn m fa 
at Deux-S6vres nearby (see mapX 


that it had ordered a surplus of reac- 
tors in the 1980s, and now plans to 
keep toe nnmhuy of pinwbt roughly 
stable. Yet the French nuclear consen- 
sus is stm strong, even if it is coming 
under unprecedented public scrutiny. 

Then there are those who worry 
that there are hm^wqtiata independent 
controls on the CEA and Andra. often 
portrayed in the French press as shad- 
owy and nnai*mwnfaiM» bodies, an 
anxiety which Chenevier believes can 
be tackled by issuing more public 
information. Finally, some fear that 
the proximity of a nuclear storage site 
will frighten away investors, harming 
the regional economy, a problem 
which toe government takes seriously 
but ha s yet to provide a specific 
answer. 

“We cannot very well do nothing,’' 
says Chenevier. “We face a profound 
choice. We either settle the problem 
of storage now or face more serious 
questions later. I think it would be 
irresponsible for us to benefit from 
nuclear power and leave it to later 
generations to dw>l with the waste." 
Germany and Britain have agonised 
over the same problem, but it is only 
now coming to a bead in France, no 
longer the only European country to 
accept nuclear power with an unques- 
tioning MnflP- 


ICI sets its sights 
on a green horizon 


By Clive Cookson 

S ir Denys Henderson, 
chairman of ICI, is for 
the first time sending an 
individual letter to each of the 
chemicals group's 134.000 
employees worldwide. It sets 
out the company's new envi- 
ronmental objectives, which he 
announced at a Financial 
Times conference in London 
last week. Id is to double Its 
environmental spending to 
£ibn over toe next five years. 

"Writing to everyone Is an 
expensive thing to do." says 
John Coleman. ICI's newly 
appointed environmental 
affairs manager. "The letter 
has to be translated into a lot 
of different languages and we 
have to deliver it to the homes 
of people working at remote 
sites. This shows the impor- 
tance we attach to the environ- 
mental objectives." 

“Good environmental perfor- 
mance Is no longer optionaL It 
is essential If ICI is to continue 
as a leading International 
chemical company into the 
next century," Sir Denys says. 
There are four objectives: 

• “All new plants will be built 
to standards that will meet the 
regulations we can reasonably 
anticipate in the most environ- 
mentally demanding country 
in which we operate that pro- 
cess." That will most often 
mean adopting standards from 
the US, the Netherlands or 
Germany, according to Chris 
Hampson. Id director respon- 
sible for environmental policy. 
• Id will reduce the output of 
all wastes by 60 per cent by 
1995. "We will pay special 
attention to those which are 
hazardous and we will try to 
eliminate all off-site disposal of 
environmentally harmful 
wastes." Sir Denys tells staff. 

• ICI will step up its energy 
and resource conservation pro- 
gramme. Energy consumption 
per unit of output is 50 per 
cent lower today than 17 years 
ago and Id’s internal objective 
is to cut it by half again within 
five years. Coleman says. "We 
can probably get very dose to 
a 50 per cent reduction in over- 
all energy consumption but, 
unlike the waste objective, 
some individual units may 
have huge problems achieving 
it.” 

• Waste recycling pro- 
grammes will be set up during 
1991, not only in-house out alio 
with customers to recycle Id 


products and packaging. 

With ICI’s overall spending 
being cut because of the recto’ 

sion, environmental projects 

will account for more than 30 
per cent of capital expenditure 
during the early 1990s. But, Sir 
Denys warned, "some plants 
and some processes may not be 
able to Justify the expenditure 
needed to improve current 
standards. They simply will 
not survive." ICI executives 
declined to identify plants and 
processes at risk of closure for 
environmental reasons. 

The general opinion of the 
chemical industry Is that ICTs 
environmental performance 
has lagged behind its three 
giant German competitors. 
BASF. Bayer and Hoechst 

"In terms of actual perfor- 
mance I think we have to say 
that the Cerxnan companies 
are a step ahead of us. though 
that's partly (or historical rea- 
sons." Hampson admitted. 
“Each of our German competi- 
tors has a large central plant 
on the Rhine, which makes it 
easier for them to install com- 
prehensive waste treatment 
udUtics than for us with our 
more decentralised facilities.” 

The ICI Initiative received 
only the most grudging wel- 
come from Tim Birch, toxic 
waste campaigner for the envi- 
ronmental group Greenpeace. 
“It Is a step in the right direc- 
tion, but ICI is simply being 
forced to do this because erf the 
government commitment to 
cut discharges Into the North 
Sea." he said. 

Greenpeace wants ID to fol- 
low the example of large US 
chemical companies such as 
Du Pont and Monsanto, by 
commidng Itself to cut waste 
emissions by 70 per cent or 
more during toe 1990s. 

Hampson. however, rejects 
the claim that the US compa- 
nies are ahead of ICL "Du Pont 
has been better at getting the 
environmental message across 
but in terms of actual perfor- 
mance 1 don’t think they are 
any different." 

The two largest targets for 
ICTs spending are its chemi- 
cals complexes on Merseyside 
and Teesside. "I think we have 
further to go on the Mersey 
than on the Tees," Coleman 
says. "We are seeing salmon 
again in the Tees. I think it 
will be some time before we 
see aahnnn in the Mersey. 


LEGAL NOTICES 


UNITED ST AXES BAN KRUPTCY COUTL.T 
SOUTHERN DISTRICT OF NEW YORE ^ 

In it * *• 

THE. DJLEXJEL BURNHAM -LAMBERT GROUP XNC^ET A1-, s 


Cfaftt* 11 Cmc Ifa. 9* B IIM21 (HCB» 


NOTICE TO CUSTOMERS OF DREXEL BURNHAM LAMBERT INCORPORATED: 
COMMENCEMENT OF REORGANIZATION CASE 

NOTICE IS HEREBY GIVEN rh« oo May 29, 1990, Drexel Barebmn Ixmben Incorporated (“Df«*0 Sled with tin Goan m rolaotaij petition 
far relief wider chapter 11_ tide U of the United Sums Code (the “Bukraptcy Code"). 

PROCEDURES FOR FILING CUSTOMER CLAIMS 

NOTICE IS HEREBY GIVEN darpomiam toen Order of the Coart dated A 
claim* by Customers (as hereinafter defined) against Drexel in the 




interest pa yme nts and encashed c h ccta relating to 

“ - xIFYbU 


been credited to a customer’s accounts. ] 

CLAIM WILI- BE FOREVER BARRED AND YOU WILL 


Drexel bolds or may receive far the account « its former customers 
section 741 oi the BankruMcyCodeor 15 U.S.C- S 78111 *nd which are 
(the “Segregated Property!"). TTie Segregated 
proceeds of sales of seetmties, tfividegdaor mter« 

DONOT FILE YOUR CLAIM IN THE MANNE 

NOT BE ENTITLED TO ANY DISTRIBUTION 

C. K Mn»n i of Drexel who wish CO file a daua are required to Gie cbor dawns with Drexel either (a) by muting claims bk 

Drexel Customer Claims 
c/o The United States Bankruptcy Court 
for the Southern District of New York 
Bowling Green Station 

P.O. Box 64 

New York. New York 10274 

or (bl by defirerin* the same to the Oerk. (JS. Bankruptcy Coart by hand delivery or courier service (hot not by U.S. mail) to: 

Cleric, U-S. Bankruptcy Coon 

Room 614 

Old Custom House 

Ow Bowline Green 

New York. New York 10004 

CUSTOMER CLAIMS WILL BE DEEMED FILED ONLY WHEN RECEIVED AT THE ABOVE ADDRESS. 

" by the Coart. Sacfa forms far the fiEag of Customers’ chums are. 
r oo Dretd's books and records. Former Customers who do not 


oddness: 


• such forms who beCeve chat they have claims against or to the : 


r may obtain them by writing to Drexel at the fallowing 


Drexel Burnham Lambert Incorporated 

60 Broad Street 

New York. New York 10004-2367, _ 

Atm: Customer Service Dept. — 1 5th Floor 

T| W TT . nhti»lr > f wnp- rnenni w-h aaaemed by section 741 C2) of the Bankruptcy Code. It is limited 
- • — 1 — t a claim on account of secunoes received, acquired 


ihed to persons who bare claims against or 
I or held by Drexel in the ordinary course of 
aooies with respect bo dividend* or far bo 


eo t warS naiof such securities, -and any p er s o n who has deposited cash with Drexel far the purpose of purchasing 


re to dividends or tor bond 
term “Customer” includes any person who has a claim against Drexel 
’ ‘ lose of purchasing se cu riti es, bat 


bmio2saaTbrofcw*£aler. This indodaimy person who has a cUa against Drexei for securities or monies 
interest and the person <Bd nor mafawu'n a customer account with DrexeL The 
arising oat of sab 
rfOAS BOl ‘ 

a) any person to the extent that the claim of such person arises out of transactions with a foreign sohskfiaiy of Drexe l; or 

b) any person to the extent that such person bass claim far cash or securities which lw comma, agreement, or understanding, or by operation of law, 

it port of the capital of Di*xeL or is subordinated to the claims of any or all creditors of DrexeL . 

The prnv M""r of the Bankrtmtcy Code xfwH control if there is any inconsistency or tSfference between the faregoing and the definition of 
“Customer" as set forth in the Bankruptcy Code. ... _ , . . . . . t _ 

The dare by which Customer claims must be Bled has not been demtnined. Noote wffl be green of timt date once it has been fixed by the Court. 
jq CT y T , K»lPCT l 5nrw eumnmer claims will be processed as and when received, c us tomers are orged to tile claims as promptly as possible. 

OTHER CREDITOR CLAIMS 

CUSTOMERS WHO DO NOT HAVE CLAIMS TO OR AGAINST THE SEGREGATED PROPERTY. 

Dated: New York, New York 
August 29 . 1990 


WEIL, GOTSHAL & MANGES . 

Attorn e ys for The Drexel Burnham Lambert Group, « aL 

Debtors -fa -P«sM«tiea 

767 Fifth Avenue .. 

New York, New York 10153 
(212) 310-8000 


BY ORDER OF THE COURT 

HONORABLE HOWARD C- BUSCHMAN, 133, 

U NITED STATES BANKR UPTCY JUDGE 

UNITED STATES BANKRUPTCY COURT 

Southern District of New York 

Oid Custom House 

One Bowling Green 

New York/New York 10004 
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Hare you booked your holidays yet? 

There are many to choose from in 
the WEEKEND FT every 
Saturday. 

Make sure of your copy today. 


COMPANY NOTICES 


GENERAL MOTORS 
CORPORATION 

NOTICE IS HEREBY GIVEN thai respiting from the 
c o rpo rati on's declaration of i dividend of $0.75 (gross) per 
share of foe co mm on aaefc. of the corporation payable on the 
10th December 1990 Acre will become doe in xtmpcct of tim 
hewer depoaitaiy receipts a gro» distribution of3.73 cents per 
tmiL The depositary will give farther notice of die sterling 
equivalent of die net disiribntirat per amt payable on and after 
the 17th December 1990L 

AH claims took be accompanied by a completed claim form 
and USA tax decl ar ation obtainable from toe depositary. 
Claimants other than UR banks and members of toe stock 
exchange must lodge their bearer depositary receipts for 
marking. Postal claims cannot be accepted. The corporation's 
fond quarter report for 1990 win be available upon typHraition 
to the depositary named bekrw. 

Barclays Bank PLC 
Stock Exchange Services Department 
54 Lombard Street London EOT 3AH 


RESIDENTIAL PROPERTY 


AN ATTRACTIVE OFFER YOU 
CAN SLEEP, EAT, DRINK AND 
GO OUT ON. 



The t uiup a nJ q who ixm nrfxnlAtd 
redden rial accommo d a ti on at (he 
Bathim certainly have a choice of ways 
to celebrate. Thar** the beauty of Irving 
la the heart of the City - you're (imply 
■poilf for cfwicb 


So, whedter your particular carte to b> 
Chinatown, Theatrelaiid or a relaxing 
(right at home, be atne you're aware of 
hut what we’re offering. CaH die 
Bartriem Estate Office oo 071-588 811Q 
or 071-628 4272. 

Retna fan £7.563 pa to CLM40 pa. 




©BARBICAN 


IRELAND 


The FT l u o pum to pab&h this survey on 
DiCMbtf 18 098. 

It w9 he of particular fames to the 27% of Managing 
Directors and Chief Executives Hwughout Europe who are 
regular FT readers. If yon want to reach tins Imp ort an t 
audience, call Charles Biaodfetd. Men Fabibhug .44 
Leinster Road. Dublin & Tel 0001 966000 Fax 0001 964962 
or Kiroy Sumdert on 071 873 4823 or Tax 07 1 873 3079. 
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WORLD 

INDUSTRIAL 

REVIEW 


The FT proposes to publish this 
survey on January 14 1991. It 
will be of particular interest to 
54% of Chief Executives in 
Europe’s leading companies and 
94% of Captains of Industry in 
the UK who are FT readers. 
The US Senate and House of 
Representatives receive hand 
delivered copies of the FT Daily. 
If you want to reach these 
important audiences, call Brian 
Heron on 061 834 9381 or fax 
061 832 9248. 
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COMMODITIES AND AGRICULTURE 


Uneconomic aluminium 


capacity put at 7 per cent 


By Kenneth Gooding, Mining Correspondent 


MORE THAN lm tonnes of 
p rimar y al uminium production 

capacity, or about 7 per cent of 
the what used to be called non- 
socialist world capacity, looks 
permanently uneconomic 
because operating costs are 
higher than the likely metal 
price, according to tbe 
Anthony Bird consultancy 
group. Most of this capacity is 
in Europe and "either the 
European industry will have to 
poll off cost reductions of the 
kind seen in America in 1985-87 
or many plants will have to 
dose down," said Mr Anthony 
Bird yesterday. 

His organisation's annual 
al uminium production costs 
survey suggests that average 
operating costs rose by 39 per 
cent between mid- 1986 and the 
middle of this year, from 4&8 
OS cents a lb to 63.7 cents a lb. 
Total average costs in mid-1990 
were 81 cents. 

High-cost production coun- 
tries, according to Bird, are 
Italy, with operating costs of 75 
cents a lb; Germany, 74 cents, 
and Spain, 73 ce n t s . Low cost 
producers include Venezuela, 
47 cents; Canada, 53 cents; and 
Australia, 58 cents. 

Bird lists the average costs 


Aluminium 


Average operating costs 
(US cente per pound) 

70 



of the major producers as fol- 
lows: Alcan, 59 cents a lb; Cam- 
alco, 60 cents; Alomax, 61 
cents; Reynolds, 62 cents; 
Pechiney, 64 cents; Alcoa, 65 
cents; Kaiser and VAW, 66 
cents each; Hydro, 68 cents; 
and Alusuisse, 77 cents. 

Mr Bird said the pace of cost 
Iwctmms hail hapn slowing — 
operating costs in the latest 
year were up only by 5 per cent 
compared with a 15 per cent 
rise in tbe previous 12 months. 

That was because a steep 
rise in the cost of alumina (alu- 


minium oxide) was now being 
reversed and "over the next 
few years trends in the alu- 
mina market win start to pull 
metal costs down again.” 

Weakness in the metal mar- 
kets had also helped because 
many smelters have power 
supply contracts related to the 
market price of the metaL Bird 
estimates that a 1 cent fall in 
frie aluminium price automati- 
cally leads to a 0-2 cent fall in 
average production costs. But 
not all smelters bene&L 

Average costs are also 
affected fry exchange rate fluc- 
tuations and in the closing 
months of 1990 the weakness of 
the US dollar haa inflated the 
cost averages (which are mea- 
sured In dollars) significantly. 
“Aluminium production costs 
1990, ” £4,950 for three volumes 
from Bird Associates, 193 Rich- 
mond Road, Kings ton upon 
Thames, Surrey KT2 5DD. 


(As at Monday's dose) 


Aluminium 
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—850 to 318,083 
—3,600 to 104,800 
-100 to 43500 
+276 to £048 
-880 to 58750 
+835 to 15580 


Nickel and tin cuts forecast 


By Kenneth Gooding 


NICKEL AND tin producers 
are likely to close down pro- 
duction capacity because of 
present low prices for their 
metals, Loudon analysts sug- 
gest in a series of special 
reports. 

But no copper closures can 
be expected, although produc- 
ers are facing similar pres- 
sures, partly because so much 
is mined in areas where consid- 
erations such as the generation 
of foreign exchange are more 
important than profitability. 

Some nickel operations are 
suffering severely from the 
recent sharp increase in oil 
prices. Each US$1 a barrel rise 
in the cost of ofl adds as much 
as 4J> cents a lb to the cost of 
production at some of the 
nickel plants which depend 
heavily on the fuel, estimates 
the Rudolf Wolff commodity 
broking group. 

Falco abridge, the second- 
largest western nickel pro- 
ducer, has already warned that 
it might halt its Dominican 
Republic operations, Wolff 
points out. "We would expect 
further production cutbacks If 
nickel prices remained below 
93JS0 alb.” 

It says the weakening eco- 
nomic climate will tend to 
depress nickel prices during 
tbe first half of 1991 but the 
sharp falls seen recently have 
already discounted the expec- 
ted drop in demand. Cuts in 
output by producers, coupled 
with the uncertainties sur- 


rounding nickel production in 
Cuba, where the 10,000 tonnes 
a year Punta Gorda plant is 
dosed, and the Soviet Union, 
are likely to result in a 
short-term price rally as con- 
sumers return to the market, 
says Wolff. “We would, how- 
ever, expect any advance above 
$4^0 a lb to be met by pro- 
ducer forward selling.” 

Wolff suggests that the price 
of three-month wirirpi on the 
London Metal Exchange might 
fall as low as $280 a fb before 
returning to a rang* between 
$3^0 and $380. 

Billiton-Enthoven Metals 
says that at present prices 
about 60 per cent of non-east- 
ern bloc tm refining wipwity iz 
operating at a loss. 

"However, given the political 
ramifications of closure for 
some countries, not to mention 
the high costs often associated 
with such a move, it may 
require a prolonged period of 
depressed prices baton tbs 
necessary players can be per- 
suaded to quit tiw stage,” says 
Billiton. 

Nevertheless, it expects that 
in 1991 there will be some clo- 
sures so that refined tin supply 
will fall from an estimated 

193.000 tonnes this year to 

185.000 tonnes in 199L 

But, as consumption is also 
likely to fall, from 177,000 
tonnes this year to 170,000 
tonnes, the tin market next 
year will see its first produc- 
tion surplus since 1985. 


Biffiton does not supply any 
detailed price forecast but says 
"it is difficult to see why the 
downward pressure (on prices) 
should not be maintained in 
this market. There is little 
hope of relief from the demand 
side of the equation and, 
indeed, the picture if anything 
has continued to worsen as the 
year has progressed.” 

Shearson Lehman Brothers’ 
special copper report points 
out that the present price 
offers little incentive for pro- 
ducers to cut output because it 
is still comfortably above pro- 
duction costs. But copper 
stocks may rise as increased 
output from low-cost solvent- 
extraction, electro-winning 
plants makes itself Mt, as well 
as the first metal from the 
Escondida iniim in flhila. 

"It only takes a small 
increase in inventories for 
prices to toil sharply,” Shear- 
son points out. 

It forecasts that supplies of 
refined copper will rise from 
8.76m tonnes this year to 88Bm 
in 1991 while demand will, 
move up at a much slower 
rate, from 8.715m tonnes to 
8.725m tonnes, so the produc- 
tion surplus can be expected to 
rise from 45,000 tonnes to 
16SJ000 tonnes. 

The LME cash price for cop- 
per is consequently predicted 
by Shearson to fall from an 
average of $L20 a D) ibis year 
to 95 cents in 1991, falling to 
that level by March. 


Guerillas hijack Peruvian coffee hopes 

Sally Bowen reports on the many problems that are 


plaguing the country’s growers 


F OR 30 years Chancha- 
mayo, in Peru's Junin 
department, was a cof- 
fee-growers’ paradise. It still 
looks that way. Bluegreen cof- 
fee-clad hills slope down to the 

hawana awH ritma plantations 
in tbe semi-tropical valleys. 

But "last year death came to 
the valley,” says Mr Hell Men- 
dieta, one of the pioneers who 
in i960 opened up the Pichan- 
aki valley 40 mites east of La 
Merced, cap ital of the deoart- 
ment. The new frontier was 
colonised by a number of hard- 
working and ambitious fami- 
lies. mostly of Italian or Ger- 
man origin. "It was a good, 
healthy lift - coffee supported 
us all," says Mr Mendieta. 

Now Chancha mayo’s most 
progressive farmers have gone. 
In late 1988, Peru’s two guerilla 
groups. Shining Path and 
MRTA (the Tupac Amaru Rev- 
olutionary Movement) moved 
into the valley to start milking 
the well-to-do coffee farmers. 
The guerillas ran protection 
rackets, demanding "quotas" of 
up to $80,000, and often kidnap- 
ping prosperous farmers for 
ransom. “This has become the 
guerrillas* Wall Street and 
their Miami,” Mr Unrin in 
Rosa, for eight years La 
Merced's mayor. "Here’s where 
they pick up their and 
have their ran.” 

As a result, many large 
farms now lie abandoned, the 
jungle swiftly moving in to 
reclaim them. The smaller 
growers who remain have seen 
yields plummet by over half 
this year as fertiliser prices 
rocketed and agricultural 
credit disappeared. 

The sharp fall in Pern’s 1990 


total coffee production - vari- 
ously estimated at between 20 
and 40 per cent of last year’s 
187m quintals (46 kg each) - 
is ironic. Since the collapse of 
tbe International Coffee Organ- 
isation's quota system in July 
1989, Peru had pushed up cof- 
fee exports and prospects for 
new markets were good. 


hurfring and classifying beans. 
By 1986 he was processing 

25,000 of the valley’s 650,000 
quintals aiming to reach 
65,000- _ 

But in July last year. Shin- 
ing Path t e r ro ris ts strut*, kill- 
ing his two watchmen. burning 
the farm storehouses and 
destroying machinery. 


Large farms lie abdandoned while the 
smaller growers have seen their yields 
plummet for lack of fertiliser 


"More Peruvian companies 
are entering the marketing and 
export of coffee - we are 
becoming more competitive 
and efficient,” says Mr Fer- 
nando Guzman of the Manufac- 
turers’ Society's coffee commit- 
tee. With 85 per cent of all 
Peruvian-grown coffee of 
export quality, there ware opti- 
mistic predictions at the start 
of this year that 1990 exports 
could top 2 m quintals. An 
unholy trinity of drought, l««lc 
of credit and terrorism has 

firmly capped np tirnigm. 

The story of Mr Lorenzo 
Romero underlines current 
conditions in Chancha mayo, 
where 40 per cent of Peru's cof- 
fee is gr o wn . Mr Romero's 475 
acres made h™, over 
past three decades, the valley's 
laaAtng grower . He introduced 
the stocky "caturra” coffee 
bush from Costa Rica 30 years 
ago, and more recently the 
“ca timer”. His yields were 
awmip tVi« hi ghest , technol- 
ogy considered modeL In 1984 
he established tiie first process- 
ing plant in the valley, import- 
ing Brazilian machinery for 


"Many farmers of more bum- 
ble origin aspired to be like 
Don Lorenzo," said Ms estate 
administrator. “He was a good 
employer, a successful farmer 
- it looked ideal. But these are 
Shining Path doesn’t 
share.” The guerillas accused 
Vitm of exploitation and encour- 
aged his workers to expropri- 
ate the Romero land. 


T o defuse tension, Mr 
Romero distributed half 
of his plantation 

among the permanent workers 
who have completed this year’s 
harvest. But yields, without 
supervision and essential fertil- 
isers, have dropped to a quar- 
ter of last season’s. 

"As a business, it's bank- 
rupt,” says tbe administrator. 
Mr Romero has left to live in 
T.ima and processing plant 
has been sold to a nearby min- 
ing operation for use as a 
workshop. 

Shining Path local propa- 
ganda iwdfoatyy no fundamen- 
tal opposition to coffee produc- 
tion. Their broadsheets 
demand a "just price” and 


denounce the “profiteering 
intermediaries”. But the effect 
on production levels has been 
devastating. There are recent 
reports, too. of Shining Pa* 
insistence that growers start 
pismtfog coca, destined for the 
narcotics trade, alongside their 
coffee bushes. 

Coca is the only viable alter 
native crop for the valley^s hill- 
sides. Currently Chanchamayo, 
11 degrees south of the equa- 
tor, grows arabicas at heights 
between TOO metres and £000 
metres above sea level. The 
variety, to Colombian 

coffees, does well on up to 45 
degree slopes. Locals often 
plant it beneath other trees, as 
shade reduces the requirement 
for fertiliser. 

In the last few years before 
the system collapsed Peru’s 
ICO quota covered only about 
half of its production. The 
country’s share of the quota 
total had been gradually whit- 
tled down to 18 per cent by 
Ecuador and “years of diplo- 
matic mismanagement”, 
according to Mr Eduardo 
Musso, Peruvian delegate to 
last year’s ICO meetings. 

Bring accustomed to selling 
half its coffee outside tbe quota 
system, the country has been 
hit less hard than Colombia or 
Brazil by the collapse of the 
ICO agreement This year, the 
European Community has 
bought more Peruvian coffee 
tjian ever before (31 per cent of 
January to September exports), 
although the US is stiiU the 
major market with 42 per cent 
Various Japanese importers 
accounted for 12 per cent The 
small but important trade with 
the eastern bloc countries has 


been paralysed, however,- by 
the virtual collapse of tile debt-; 
for-product mechanism. 

Coffee remains Pern'S lead- 
ing agricultural export crop, 
earning US$l55m last year, 
about 4.4 per cent of total 
exports. 

The main problems are 
likely to come on the supply 
swift, however. 

Coffee cooperatives, ones 
the source of 80 per cent of 
Peruvian coffee, are in decline. 
Mr Ivan Pineda, president of 
Fencocafe (the Coffee Coopera- 
tives Federation) says they 
now account for only 3D par 
cent of the total. "It'S a prob- 
lem of education mostly" be 
says. “Small growers don’t 
understand technology so their 
yields are unecoaonucaRy low. 
And now they can't get credit 
for fertilisers or Insecticides to 
keep diseases under control," . 

Fencocafe, like the Manufac- 
turers’ Society, Is disturbed fay 
tbe number of coffee growers 
reported to be turning to coca. 
Coca leaf grows in the seme 
areas, on the same steep 
slopes, as coffee but needs 
almost no attention or costly 
inputs. Farmer in Peru’s tradi- 
tional coffee-growing areas can 
currently get four times more 
income 'from a hectare of coca 
than from coffee. 

Long-time residents erf tbe 
Chanchmayo valley are pessi- 
mistic. Caught between terror- 
ism and Peru’s macro-eco- 
nomic problems, they say the 
future of their local economy 
looks bleak. “We are like 
orchids, we’re all parasitic 
plants living off coffee,” says 
Mr Mario la Rosa. “If coffee 
fails, we all fall. " 


Gorbachev details Soviet 


food purchasing plans 

By Quentin Peel in Moscow 


PRESIDENT MIKHAIL 
Gorbachev yesterday gave 
details of the Soviet Union's 
emergency food purchasing 
plans for the next four months, 
InfflmWiig thnnaanriw of to nnes 
of flour, meal, sugar, cooking 
on, meat and milk products. 

He said the list had been 
drawn up by an emergency 
food supply committee, set up 
to overcome the desperate 
shortages of basic food stuffs 
in tiie state supply system. 

in a special address to the 
Supreme Soviet, the national 
parliament, Mr Gorbachev said 
the purchases between now 
and March^next jgear jwould 
include 10m tonnes of grain, 
4.5m tonnes of milk products, 
and L9m tonnes of sugar. 

"If we cannot manage our- 
selves, we will have to import 
food supplies,” he said. The 
government intended to get 
food from the west "both on 
the basis of loans, and as food 
aid.” 

Adding to details of next 
year's food import programme 


provided by Mr Nikolai Ryzh- 
kov, the prime minister, at the 
weekend, he said the first quar- 
ter alone would require ISSyOOO 
tonnes of flour, lliuno tonnes 
of meal (usually oats and bar- 
ley), 1.9m tonnes of sugar, 

277.000 tonnes of vegetable oil, 

357.000 tonnes of meat, 4.5m 
tonnes of milk products, as 
well as 10m tonnes of grain, 
sind unspecified quantities of 
eggs and m e?t^ 

He said Soviet milk con- 
sumption in December would 
be 800,000 tonnes less than nor- 
mal. 

"For all of that we need 
g.lbn,” he said, leaving it 
undear if he was talking in 
roubles, at the new or old 
exchange rate, or in dollars. 
"Some co n tracts have already 
been worked out, and the deliv- 
eries are on the way, and nego- 
tiations are under way for oth- 
ers,” he added. 

The food imports would 
enable the country to maintain 
food consumption at the levels 
of 1989, the Soviet leader said. 


Heat wave delays planting in Brazil 


By Victoria GrifRtii in Sao Paulo 


RECORD TEMPERATURES in 
the central-south of Brazil 
have delayed tire planting erf 
key crops, including soya- 
beans, m«iw» anil rfffl, may 
affart the harvesting and qual- 
ity of coffee. Reports of the hot 
weather helped to lift the New 
York coffee market 
Temperatures reached 36£ 
deg C (98 F) in the south-west- 
ern state of Parana, on Novem- 
ber 15, the hottest day there in 
40 years. In the southern state 
of Santa Caterina, 300,000 
chickens died from the exces- 


sive heat 

Unevenly distributed rainfall 
has also affected planting in 
Brazil. Rains have been too 
st ro ng in some areas And lack- 
ing in others. Brazilian meteo- 
rologists say the heat will con- 
tinue over the next few 
months. The high tempera- 
tures are due to a subtropical 
hot air mass which extends 
over the South of Brazil into 
Argentina. 

Rio Verde in Galas, the big- 
gest soyabean producing 
region in tkarfi may a 


big reduction in its harvest 
with growers predicting a cut 
in plantings of nearly 40 per 
cent to 90,000 hectares. 

The reduction is due not 
only to the weather conditions, 
but also to the severe lack of 
credit available to farmers in 
Brazfl. The credit squeeze is so 
tight that growers have not 
been able to malm a switch to' 
maize, a cheaper crop to pro- 
duce. Farmers here had Ken 
hoping to pull themselves out 
of the crisis through the crop- 
substitution. 


MINOR METALS PRICES 


Prices from Metal Bulletin (last 
wee k’s in brackets). 

ANTIMONY: European free 
market 99.6 per cent, $ per 
tonne, in warehouse, 1,630-1,670 
(same). 

BISMUTH; European free 
market, min. 99.99 per cent, $ 
per Jb, tonne lots in warehouse, 
2. 75-190 (same). 

CADMIUM: European free 
market, min. 998 pm* cent, $ 
per lb, in warehouse, L15-L35 


(L30-L50X 

COBALT: European . free 
market, 995 per cent, $ per lb, 
in warehouse, 12.20-12.60 
(same). . 

MERCURY: European free 
market, min. 9989 per cent, $ 
per 76 lb flask, in warehouse, 
155-165 (165-175). 

MOLYBDENUM: European 
free market, drummed moilyb- 
dic oxide, $ per lb Mo, in ware- 
house, Z5MJB0 (280-280). 


SELENIUM: European free 
market., min 99-5 per cent, $ per 
lb . in w areho use, 480-5.40. 

TUNGSTEN ORE: European 
free market, standard min. (3 
per emit, $ per tonne unit (10 
kg) WO}, df, 37-49 (same). 

VANADIUM: European free 
market, min. 98 per cent S a lb 
VtO s , of, 225-285 (same). 

tJRANIUM: Nuexco 

exchange value, $ per lb, UjOg, 
11.45 (same). 
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WORLD COMMODITIES PRICES 


MARKET REPORT 

Aluminium prices moved ahead 
on the LME early after a 550 tonne 
stocks fall — the first downward 
move since October 12. But in 
the afternoon the market moved 
lower under some hedge selling 
before finding support below 
$1,530 a tonne for three month 
metal. Copper stocks fell 3,900 
tonnes, but this had no significant 
impact on prices as it was in line 
with market forecasts. Tin prices 
continued to retreat Stocks are 
now at their highest (15880 
tonnes) since trading restarted 
on the LME. New York arabica 
coffee futures were sharply ahead 
at midday on continued talk of 
a dock strike in Colombia and hot 

London Markets 


spot MARxnrm 

Crods od (par barrel FOB) 


+ or- 

Dubai 

S2S.45-S.S3 

+ 078 

Brent Blend (dated) 

331.40-1.55 

+036 

Breni Blend (January) 

328.854045 +025 

W.TJ. (1 pm sag 

S29.75-B.8Sv +003 

OO products 



(NWE prompt delivery per tonne Cte) 

+ or- 

Premium Gasoline 

3285-80 

+ 1 

Gee ou 

33144 

+ 1 

Heavy Fuel Oil 

3141-7 

+8 

Naphtha 

3276-8 

-2 

Mratawn Argus Estimates 


(Mur 


+ or - 

Gold (per tray oz}+ 

337000 

-&20 

Silver (per bey 

418.4c 

+3.53 

Platinum (per troy os) 

343025 

+2.75 

Palladium (per tray o=] 

383.00 

+ 1.00 

AUmUntom (tree market) 

31505 

+ 10 

Copper (US Producer) 

110 c 


Lead (US Producer) 

50c 


Ntofcol (free market) 

384c 

■9 

Tin (Kuala Lumpur market) 1SJ8r 

-c.cn 

Tin (Mm* York) 

289C 

-2 

Zina (US Prime Western) 

70c 


CatOs (live we*gW)1 

TOX34p 


Sheep (deed wotghQf 

147.40p 

+8.11* 

Pigs (live weight}! 

7041p 

-038* 

London duly sugar (raw) 

S2502w 

-OO 

London dally sugar (white) S307.0w 

-4.0 

Tela and Lyle export price 

£340.00 

-25 

Barley (English Mod) 

C118U 


Main (US Na 3 yellow) 

Cl 605 


Wheat (US Dark Northern) 

ESfu 


Rubber (Jan)W 

50.75p 

-050 

Rubber (Feb)V 

SI.QOp 

-050 

Rubber (KL RSS mo 1 Jan) 241 Jm 

-1.0 

Coconut oil (PhilipptowJS 

935002 

-1O0 

Palm OH |Uoiayaian)S 

WSOOv 

-75 

Copra (PMHppine^i 

Soyabeans (US) 

Cotton “A" Indox 

3250k 

C144 

+ 2 

ffiJOc 

-a io 

WooRops (84s StowT) 

412p 



c a tonne unless otherwise stated. p-pence/kg. 


eoents/lb. r-ringglt/kg. q-Nsv/DK. vstoA. 

w-Oec/Jan z-Jan/Fflfe. x-Mar. IMaat Commission 

average tatstock prices. * change Tram a week 

ago VLondon physical market. WF Rotterdam. 
4k Bunion market close. m-Matayston centa/kg. 


dry weather in Brazil. Traders 
said the Colombia strike talk 
remained sketchy but locals and 
commission houses were buying 
on it because there had been so 
little cash market news of late. 
London's robusta market closed 
sharply higher, underpinned by 
the large uncovered position on 
January. Traders saw potential 
profit in staying long, dealers said. 
On the BFE freight futures closed 
well up after Soviet Union 
President Gorbachev's 
announcement of major food 
import plans. But the market is 
overbought and some profit-taking 
Is expected, dealers said. 

Compiled from Reuters 


SMM 

- Lend 

on POX 

(3 per tonne) 

Row 

Close 

Previous 

High/Low 

Mar 

217.00 

21800 

22150 21800 

May 

21840 

21880 

22250 21800 

Aufl 

22150 

222.40 

222.00 22150 

Oct 

22150 

22200 

22250 221 JOO 

Dec 

22150 

22800 

21750 

Mar 

223.00 

224.00 

222.00 

White 

Cteea 

Prevkue 

Mgh/Low 

Mar 

3015 

302.0 

anna 

May 

3015 

302.0 

302.1 300.8 

Aufl 

3087 

3075 

3075 2905 

Oct 

2887 

288.0 

pang arm n 

Deo 

2852 

2880 

2880 2785 

Mar 

285.7 

2880 

awn 4 2845 


Turnover: RawlfiSB (1395) kita of SO tonnes. 
White 683 (1015) 

Paris- White (FFr per tonne): Mar 1638, May 
15*2. Aug 1578. Oct 1480. 


OH. - IPS Vberrel 


Latest Previous WghfLow 


Jan 

3025 

28.72 

3830 2B50 

Feb 

2880 

2847 

anno aw an 

Mar 

2750 

2880 

2755 27.25 

Apr 

2820 

WBI 

2860 2820 

May 

25.00 

24.20 

2860 2860 

IPE Index 2852 

3815 

3815 2952 

Turnover 14041 (12S86) 

QAS GIL — mt 


tltonne 


Latest 

Previous 

Hlgh/Low 

Doc 

30050 

28800 

30150 28350 

Jan 

27926 

278.00 

201.00 279.00 

Feb 

202.00 

28250 

26350 26875 

Mar 

24450 

24150 

24800 242.00 

Apr 

22750 

22750 

234.00 22750 

May 

22350 

22250 

22800 220.00 

Juv 

21800 

21850 

223.00 31800 

JuJ 

21&00 

22250 

218.00 21450 


Turnover 6452 (12778) tom of 100 tonnes 


JUTS 

C and F Dundee BTC *320. BWC *530. 8T0 
3470. BWO 3400: C and F Antwerp BTC 3300. 
BWC M00. BTO 6440, 8WD 3*40. 

coi ro si 

Liverpool > Spot and shipment safes tar (he 
week ending 30th November readied a tool 
at 172 tonnes, against 216 tonnes in On 
previous week. Salas were c en tered mainly 
on American and Turidsh deals. 


COCOA 

- Land 

tan POK 

£/ionna 


Ctoae 

Previous 

Htgh/Low 

Dec 

650 

688 

882 656 

Mar 

711 

726 

721 710 

May 

740 

7S6 

750 738 

Jut 

784 

777 

770 783 

Sep 

786 

7VT 

793 784 

Dec 

80S 

■18 

816 808 

Mar 

630 

841 

837 829 


Turnover 10311 6033) tote of 10 tomee 
1CCO Indicator prices (Sana per tome). Dolly 
price for Dec 3 850-08 (96657) 10 day avenge 
tor Oec 4 081.25 (980.11) 


com 

IB - ban 

dan POX 

Monte 


Ctoae 

Previous 

Htgh/Low 

Jen 

646 

633 

680 630 

Mar 

603 

586 

608 582 

May 

601 

587 

603 583 

Jut 

610 

688 

613 686 

Sep 

626 

620 

624 612 

Nov 

64S 

630 

894 


7brnover8B88 (3067) tote at S tonnee 
ICO Indicator prices (US ce nt s per pound) lor 
Nov 30: Comp, daily 7073 (71-24). 16 day over- 
age 08X8 (6830) 


POT A TOES - M £rtonne 



Ctosa 

Pravtoua 

Htgh/Low 

Apr 

1302 

1375 

130.4 1375 

May 

1575 

188.0 

1875 1685 


Turnover 77 (280) lots of 40 tomes. 


SQVA1 

IBM. - 

IN-PRO 

t/ume 


Close 

Pravtoua 

Htgh/Low 

Fob 

12850 


12050 

Apr 

12250 

12050 

12250 

Jun 

12250 

12050 

12250 

Aug 

12850 


12350 


Turnover 86 (71) lots at 20 tomes. 


HMQ H T PUIUBEB - M SIQ/Inda* point 



Ctoae 

Pravtoua 

MgWLow 

Dec 

1410 


1400 

Jan 

1380 

1367 

MOO 1364 

Apr 

1310 

1278 

1318 1277 

Jul 

•weo 


1060 1040 

Oct 

1160 


USD 

BFI 

1388 

1365 

1388 


Turnover 785 (US) 


GRAINS - BK 


insane 

Wheat 

Ctoae 

Pravtoua 

HWi/Low 

Jan 

120.70 

120.40 

12076 120.00 

Mar 

123.95 

12355 

12450 12350 

May 

12750 

127.16 

12750 12650 

Bailey 

Ctoee 


HigWLow 

Jm 

11650 

117.16 

11650 11856 

M or 

12050 

12030 

12050 naro 


Turnover. Wheat 178 (54). Barley 101 (136). 
Turnover late at 100 tonnes 


PUS - 

BPB 


(Cash aetHenwnq p/kg 


dose 

Prevfeus Mgh/Low 

Jan 

885 

885 

885 

Feo 

885 

885 

885 

Mar 

335 

935 

035 835 


Turnover 19 (95) tots at 0230 kg 


LOVCDOM 

METAL EXC 

♦WON 

(Prices supplied by Amalgamated Metal Trading) 


Ctoae 

Pravtoua 

High/Low 

AMOOctei 

Kerb dose Open Interest 


«E.7% prate/ 1* P®r tonne) 



Total deify turnover 9854 tote 

Cash 

8 months 

MOM 

1525-7 

M838 

1527-8 

1502 

154Q/15Z7 

15020 

1534-6 

152830 586896 tote 

Cnppsr, Grads A (t per tonne) 



Tool dally turnover 21/451 lots 

Cash 

3 months 

129M 

1300-1 

• 1302-4 

1308-7 

1290 

1313/1296 

1290-1 

1801-2 

1803-4 113834 tote 

Lead (2 per tame) 




Total daily turnover 2407 tote 

Cash 

3 months 

332-4 

341-2 

342-4 

3465-7 

384 

348/3405 

333-4 

348-4 

341-2 10882 tote 

tOoleal (S per tonne) 




Total dally tomouar 1887 tote 

Cash 

3 months 

8285-75 

807680 

83256) 

8078-126 

8300/8270 

8125/8078 

825880 

8080-100 

8075-100 0,138 tote 

Tin (3 per tonne) 




Total daKy tumovar 2838 tote 

Cash 

3 months 

8790-810 

6830-40 

686888 

887680 

6840/5760 

678880 

88288 

6836-45 8580 tote 

Ztoe, Speotel W0b (Mad 

e ^ per tonne) 



Total daKy turnover 6861 tote 

Cash 

3 months 

124+8 

1233-4 

12*0-5 

12287 

1246/1234 

12981 

12387 

1237-40 20888 tote 

LME Ctosteg C/S rate: 

SPOT : 15886 

S months: 15020 

6 month* 15799 9 months: 18838 


sax 



Ctosa 

Prav. 

Hgh 

Low 

Vol 

Jndx 

Dec 

757.20 

168.70 

16650 

18880 

18850 

166.10 

88 

Jwi 

15840 

15750 

16750 

18750 

90 

Feb 

188.40 

15750 

16740 

157.40 

98 

Mar 

157.70 

16750 

157-20 

16750 

63 

Jun 

157:90 

16750 

18020 

15820 

99 

Sap 

157-70 


167.10 

167.70 

87 


LONDON BULLION teAJKKr 

(Prices supplied by NjyutadwehlW) 


QoM (line cb) 6 price t equivalent 


Com 3773M78J0 

Opening 37X4007880 

Morning fix 377X0 185888 

Attn moon 8a 37700 18X334 

Day's htfl 37630-37850 

Day's low 3765037920 


Loos Lda M 

was Gold LanOng Rabw (Vs IMS) 

1 month 

812 

6 months 358 

2 months 

5.08 

12 month* 808 

3 months 

806 


WWT fa 

p/flrt* OS 

US ds equfv 

Spat 

21656 

41840 

3 months 

999Jtt% 

42450 

8 months 

22950 

433.05 

12 months 

24250 

448.78 


TRADED OPTIONS 1 

CoOse 

Jan 

Mar 

Jan 

Mar 

600 

57 

41 

11 

38 

860 

28 

23 

32 

70 

700 

11 


65 


Cocoa 

MOr 

Mpy 

Mar 

May 

700 

50 

74 

38 

36 

760 

30 

48 

86 

60 

800 


32 


83 


Brant Onda 

Jan 

Feb Jen Feb 

3300 


ISO 

3360 



3400 

16 

125 


New York 


aout rnwytej Vtroy to. 



Ctoee 

Pravtoua tbgh/Low 


Dec 

3785 

8765 

3805 

3775 

Jan 

3785 

3775 

0 

0 

Feb 

3805 

3785 

3815 

3785 

Apr 

3835 

381.6 

3845 

3825 

Jun 

3865 

3845 

3875 

386.7 

Aug 

389.6 

3875 

3805 

3905 

Oct 

3825 

3915 

3935 

3BU 

Dec 

396.1 

3845 

3865 

396.0 

Feb 

3994 

3975 

0 

0 


PLAT—IM 60 troy eg; 3/boy os. 



Ctoee 

Pravtoua 

Hfeh/Lew 


Deo 

4235 

4175 

4215 

4215 

Jan 

<265 

<205 

4275 

4235 

Apr 

4315 

4265 

<325 

4285 

Jtd 

4345 

4295 

<345 

4335 

Oct 

4305 

4335 

4365 

4375 

Jan 

4405 

4305 

4425 

4425 


KVERLM0 tray os o on te/troy bl 



Close 

Previous 

High/Low 


Dec 

416.1 

41X8 

417.0 

4125 

Jan 

416.6 

4165 

0 

0 

Feb 

4204 

41B.1 

0 

0 

Mar 

4545 

4285 

43BH 

4215 

May 

4305 

4265 

4315 

428.0 

Jul 

4365 

4345 

«sa5 

4305 

Sep 

4425 

440.7 

4415 

4415 

Dec 

4502 

4485 

4815 

4500 

Jan 

4524 

451.1 

0 

0 

Mar 

4585 

4575 

0 

0 


HWH GRADE COPPER 26,000 tbs eente/tos 



Ctoee 

Pravtoua 

High/LOW 


Dec 

11350 

11250 

114,10 

111.70 

Jen 

11050 

11050 

11050 

11050 

Feb 

10850 

108,10 

10850 

106.70 

Mar 

107.00 

10750 

10850 

10650 

Apr 

10520 

103.45 

0 

0 

May 

10530 

10550 

10950 

105. TO 

Jun 

104.40 

10455 

10550 

104.73 

JUJ 

10350 

104.00 

10450 

10350 

Aug 

10350 

10350 

10350 

10350 

Sep 

10X40 

10250 

10310 

10258 


CRUDE OR. (Light) 42400 US geHa S/berroi 


Latest 

Pravtoua 

Mgh/Low 


Jan 

28.75 

28.15 

30.10 

29.10 

Feb 

2950 

28-57 

2855 

2850 

Mar 

26.10 

2758 

26.46 

27.70 

Apr 

2750 

2671 

27 AO 

2655 


HBfflW OR. 42500 US gafls. canta/US gafls 



Latest 

Pravtoua 

Mgh/Low 


Jan 

8878 

6467 

8880 

8480 

Apr 

7800 

7214 

7328 

7180 

May 

7000 

6884 

7000 

8870 


COCOA 10 tom*s£/tonnas 



Ctoae 

Pravtoua 

Hlgh/Low 


Dec 

1187 

1217 

1226 

1188 

Mar 

1288 

. 1264 

1285 

1226 

May 

1X76 

1296 

1302 

1288 

JM 

1308 

1328 

1385 

1304 

Sep 

1838 

1359 

1355 

1386 

Dec 

1379 

1307 

MQ2 

1366 

Mar 

M13 

1430 

0 

0 


com* ■C* OT^OOIbK cents/As 



Ctoee 

Pravtoua 

High/Low 


Dec 

8650 

6456 

8850 


Mar 

0056 

8755 

8150 

8750 

May 

0256 

8955 

8350 

88.75 

JM 

8550 

8150 

8628 

9228 

Sep 

8750 

8350 

8750 


Mar 

10150 

87.75 

100.76 

100-75 


BUGAB WORLD *Tt* 11X000 tbs; cente/lba 



Close 

Pravtoua 

Wgh/Low 


Mar 

821 

are 

856 

a7D 

May 

828 

852 

TB5Q 


JM 

952 

057 

854 


Oct 

953 

957 

954 

850 

Mar 

952 

258 

1050 

952 


COTTON 60500; oonH/ttas 



Ctoee 

Pravtoua 

Htgh/Low 


Dee 

7850 

7858 

7850 

7550 

Mar 

7358 

73.78 

7355 


May 

7348 

7348 

73.70 

7356 

JM 

7358 

7323 

73.45 

7322 

Oat 

6757 

67.77 

6750 

67.7S 

Dec 

8527 

66.12 

655S 

8110 

Mar 

88.11 

6801 

6626 

6650 


OBAHOBJBCg 18500 Ugcana/toe 


Pravtoua Hlgh/Low 


Jan 

107.70 

10750 

108.70 

10750 

Mar 

11035 

11050 

11155 

11050 

May 

11250 

11155 

11253 

11250 

JM 

11350 

112.10 

113.76 

11350 

Sep 

11350 

112.10 

0 

0 



REUIBRS (Base: September 18 1931 

“ 100) 

Dee 4 

Oec 3 

mnth ago 

yr ago 

17125 

17185 

16942 

13035 

DOW JONES (Base: Dec. 31 1974 - ioq) j 

| Dec 3 

Nov 30 

"Wh ago yr ago ] 

Spat 12356 

Futures 12353 

12352 

12350 

123.10 

12752 

127.19 

12859 



Chicago 


SOYABEANS 6500 bu min: cents/SOlb buebai 


Ctoee 

Pravtoua 

Wgh/Low 


Jan 

601/2 

601/2 

605/0 

696/4 

Mar 

616/2 

815/4 

620/0 

610/4 

May 

629/4 

629/0 

633 1* 

824 « 

Jul 

640/8 

638/4 

643/4 

635/0 

Aug 

840/0 

642/0 

644/0 

637/B - 

Sep 

628/6 

629/4 

633/0 

627/D 

Nov 

627/2 

624/6 

829/4 

623/0 

SOTABCAK OB. 80500 fes; oanta/lb 



Close 

Pravtoua 

High/LOW 


Dec 

2157 

2149 

21.60 . 

2150 . 

Jon 

21.77 

21.72 

21.79 

2151 

Mar 

2256 

2254 

2258 

21 JO 

May 

99X1 

2252 

2258 

Wm 

Jul 

22.49 

2U8 

2253 

2234 

Aug 


aom 

2250 

2250 

Sep 

2252 

2250 

2£4S 


Oct 

2250 

2250 

99 SB) 



SOYABEAN MEAL 100 tona: 5/ton 



Ctoae 

Previous 

High/Low 


Dec 

1775 

179.7 ■ 

1795 

176.4 

Jan 

179.6 

18TJ 

1825 

1786 


18*5 

1875 

1675 

«U 

May 

1875 

189.6 

was 

1886 

Jul 

190.7 

1685 

1935 

1885 

Aug 

1815 

166.0 

183.0 

WQ5 . 

Sep 

1905 

1865 

1906 

W75-; 

Oct 

1875 

1675 

1685 ; 


MAuk 8500 tu min; oents/HHb bushel 



Ctoae 

Previous 

Htgh/Low 


Deo 

228/2 

230/2 

231/4 

227/0.”; 

Mar 

237/6 

238/8 

239B 

zwtf 

May 

244/6 

245/4 

248/4 

243/4:./- 

-M 

250/2 

250/6 

261/4 

240to 

Sep 

2(50/2 

2SO/4 

281/6 

248/8 ‘ 

Deo 

250/2 

250/2 

251/2 - 

8HW.V 


267/0 

288/6 

257/2 

23W//-7. 

WHEAT 5500 fau min; cente/BOfe-bushel 

• 


Ctoee 

Pravtoua 

HlghfLOte : 

• - rC* 

Dee 

244/8 

247/4 

247/2 


Mar 

28U4 

284/0 

264/2 


May 

266/6 

272/0 

272/0 

bto •. 

Jut 

274/2 

277/4 

277/4 

axsw*---/:. 

Sep 

278/4 

283 /O 

282/4 

zm4c ‘ ■ 


291/0 

294/4 

284/0 

2W4^.:- : 

LIVE CATTLE 40.000 Rw cams/Rte 



Ctoee 

Previous 

Mgh/Lew 


Dec 

78.60 

76.70 

79.06 

7855 


7450 

7857 

7642 

7*65 ; 

Apr 

78.72 

70.00 

78,12 

7SJ0 

Jun 

7357 

7357 

7355 

7350 . .. . 

Aufl 

7259 

7Z10 

72.40 

7X06 


72.16 

7256 

7240 

72.18 


UVEHOQ8 30,000 Iteoanterttte 



Ctaaa 

Pravtoua 

Htgh/Low 


Doc 

*950 

80.62 

6050 

4850 

Feb 

4755 

4657 

46.08 

47 JO 

Apr 

44.77 

<6.70 

4850 

44J8 

Jun 

4&6S 

48.72 

49.70 

4860 

Jul 

4956 

6002 

4858 

4068 

Aug 

47.00 

4850 

4650 

4750. 

Oct 

4355 

4355 

43.06 

4338 

PORK SEUJES 40.000 tor eants/lb 



Close 

Pravtoua 

Mglt/Lew 


Feb 

8350 

6550 

6657 

6L» 


8250 

6450 

6456 

5250- 


83.06 

6450 

64.40 

6390 


62.60 

6457 

64.10 

88.87 

Aug 

58.70 

6150 

8150 

6070 


i-i 
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LONDON STOCK EXCHANGE 


Weakness on negative company news 


FINANCIAL TIMES STOCK INDICES 


A GLOOMY stock market took 
its cue yesterday from negative 
company aw* and weakSer- 
ling, which led to increased 

pessimism that there would be 

any early cut in EK interest 
and certainly not before 
punocanon of the retail n HrgB 
index on December M. 

. The reversal of sentiment on 
interest rates over the last few 
days was given added Tprt pptn g 
by a speech from Mr John 
Major, the new prime minister, 
who reaffirmed yesterday that 
fighting inflation was the “cea- 
trepiece” of government eco- 
nomic policy. 

Investors could find no 

encouragement on the interna- 
tional scene either. There were 
renewed suggestions that the 
Gatt talks in Brussels were 
dose to collapse and Washing- 
ton showed no sign erf deviat- 
ing from its statement that 
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propos e d talks with Iraq wonM 
not “negotiate downwards* 
from United Nations resolu- 
tions. B n rnp Pim j fniri US man . 

bets took this to mean a lessen- 
ing of the chances of a 


FT-SE 100 opened 6 
lower, partly a precautionary 
mark-down by marketmahera, 
prompted by a fault in the 

stock exchange's new company 
news service. It spent all but a 
few minutes cf the day In nega- 
tive t e r ritor y, hitting a low just 


before the dose and ftnicMpg 
at Z14&3, down 1R4 on the day. 

Se veral bine chips, tneimWw 
BTB. and GEC, showed signifi- 
cant declines. There were more 
company downgradings: yes- 
terday’s victims inriwrtari QKN 
and Turner AlfewalL 

Pessimism on the health of 
UK companies derived also 
from the main US g o v ernm ent 
stati stic cf the day: liquidity 
ratios. These are seen as an 
indicator of companies* cash 
flows, ability to invest and pay 
dividends. They reached their 
lowest level since 1975. Fur- 
thermore. the new low came 
after two quarters where a 
long-term decline seemed to 
have steadied. 

liquidity was of particular 
interest because of results fitsn 
companies Identified as having 
vulnerable dividends. Man] 
analysts had expected a 


dividend cut from Trafalgar 
House, lamely because of the 
company’s involvement in the 
depressed property sector. 
GEC, on the other hand, was 
forecast to maintain a 
long-standing tradition of 
increasing its payout In the 
event, Trafalgar raised its full 
year figure and GEC left its 
unchanged. 

The Trafalgar decision 
turned out to be one of the few 
items of positive news during 
the day. Others indudad the 
successful placing by Smith 
New Court of 9%jn shares In 
Welsh Water, the increased 
otter by Bttnuah for Foseco 
and two small bi ds in the con- 
struction sector. 

But any benefit from these 
was limited by the lack of buy- 
ing interest an the part cf insti- 
tutions. London traders 
remained idle in yet another 


day of tow volumes in equities. 
Final turnover on Seaq screens 
was 473.4m. This was above 
average for recent weeks, bat 
it included at least two pro- 
gramme trades accounting for 
t30m*l5Ctm cf the volume. 

While institutions in the 
main shunned equities, they 
were active In gilts and 
ftitnres. Longer dated gilts con- 
tinued upwards in anticipation 
of interest rate cuts in the 
metfimn term, while the Foot- 
sie futures contract was well 
traded. Analysts mM that the 
lack of trade in the stock mar- 
ket put off institutions. 

“It is hard to deal in volume 
without the share price 
against you.” said Mr Pa 
Walton of Janies Capet He 
that GuK meant 

the safety of gilts inclined 
funds against the risks of 
shares. 
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pay's High 1683.1 Day's Low 1077.7 


112 0" 

1 16884 


1 pm 
1684 8 


2 pm 

1684 B 


8 pm 
10758 


4 pm 
1878 3 

9- Day average 144.7 157.4 

Day's HlQh 2162a 

Day's Low 2143.Q 

-SE Activity 1974. 

(Excluding intra-marfcat 
business & Ovwrssra tumovwr. 

12 pm 
21558 


1 pm 
21501 


2 pm 
21508 


3pm 

21442 


4pm I 
21425) 


FT-SE a u HM isufc «a iMMriy rt nu »g— Day's High 874 06 
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06818 


97030 
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970 03 


96848 


Day's Low BM 28 
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London report and 
latest Share index: 
Tel. 0898 123001 


Trafalgar 

dividend 

surprises 

TRAFALGAR House, the UK 
construction, property and 
shipping major, silenced many 
market operators who had pre- 
dicted a dividend cut by main- 
taining the final payment. This 
increased the total for the year 
to sli ghtly more than that paid 
in 1989. The news was a mag- 
net for income buyers, who 
moved quickly to boy stock at 
an FT-SE index constituent 
currently yielding around 14 
per cent, the second highest 
among index constituents. 

Heavy turnover of 10m devel- 
oped in the shares, where sen- 
timent recently has been domi- 
nated by conflicting views on 
the likely dividend payment 
The price yesterday bounded to 
192p before the speed of the 
advance slowed as short-term 
investors realised profits. 
Eventually Trafalgar House 
was slightly below the best 
showing a gain of 14 on the day 
at iSBp. 

Analysts said attention . 
would now be focused on 1991 
prospects. Mr David Ireland at 
Hoare Govett commented that 
the outlook for the group still 
lodes very tough, bat its debt 
position is not too bad and the 
stock is a much better income 
play than before. 

Busy trade in Gas 

British Gas fell 5% to 224%p 
on high taxnamaf-at.22m after 
Mr Jamea McKinnon,- dfr-ectar 
general uf the Office of Gas 
Supply, said that by October 
1993 it should giveup a third of 
its share in the industrial gas 
market to competttors- 
Inifially there was some con- 
fusion as early reports 
suggested that British Gas 
would have to relinquish a 
third of an ite UK markets. But 
it later emerged that Mr 
McKinno n was referring only 
to British Gas's industrial mar- 
ket — which accounts for 15 
percent of group profits. 

Mr Steve Turner of Smith 
New Court said: “ft has been 
known for some time that Mr 
McKinnon wanted to .see 
increased competition, but his 
30 per cent target was not 
(known).” 

Analysts said they were 
unlikely to lower their profit 
forecasts as the effect of 
increased competition in the 
industrial market had already 
been factored into estimates. In 
addition. British Gas had yet to 
respond to Mr McKinnon's 
remarks, while profits and dlvi- 


FT-A All-Share dividend yield 



j Trafalgar House to 
raise its dividend total, which surprised many market analysts, 
left chart followers stiU waiting for a decisive downturn in 
conmantes* dividend Yields. The yield on iwnmimiw in tike FT-A 
AU-Share Index remains just below September's eight-year peak. 


dends were stfil expected to 
grow strongly over the next 
two years. • 

Water placing 

The water sector was 
boosted after 6.7 per cent of 
Welsh Water was eagerly 
taken in an institutional plac- 
ing: Smith New Court found 34 
institutional buyers for the 
9£m shares, winch were sold 
at 268p, a ffiscount of 12 to the 
price. The side was 
to be an behalf of Ban- 
Asset Management 
'he offer was oversub- 
scribed, which reflected the 
weary among some institutions 
that they could be underweight 
in utility stocks after the ejeo- 
tricity flotation. Welsh Water 
closed 6 down at 274p. 

As the market, braces itself 
lor respite from S natch! & Saat- 
chi today, WFP’s share price 
waa tot by fresh worries-about ■ 
its high : levef af debt- The ~ 
resur gence of nervousness 
about WFP in the wake of its 
profits warning two weeks ago 
could not be traced to any fur- 
ther negative news concerning 
the company. Analysts said 
investors were bring cautions 
as disappointing results from 
Holmes & Merchant yesterday 
hi g hli g hted the difficulties in 
the sector, and Saatchi’s 
results were not expected to be 
inspiring either. 

An analyst said that “quite a 
lot of people got in expecting a 
bounce” In. WFP after the prof- 
its warning. But when the 
bounce fail ed to materialise 
two weeks later, they started 
to worry about holding on to 


WFP ahead of Saatchi’s results. 
WFP dropped 21 to 97p but 
Saatchi held steady with a rise 
of % toSTp. 

The disastrous results of its 
main winter sale of impression- 
ist pa i wtmg w on Monday hit the 
share price of Christie’s Inter- 
national, which fell 18 to UMpl 
W ith 75 per cent left unsold in 
value terms, this was the worst 
sale that nhrtgttai has seen in 
many years and follows a dis- 
appointing sale in New York. 
Christie's, which was forced to 
lower its estimated sales from 
the auction from £5Qm to £30m, 
in the event ended with only 
ELOm and was downgraded by 
Hoare Govett, which expects 
profits for die year to come 
down to £50m from a previ- 
ously forecast £55m. Sotheby’s, 

which, feces a similarly 
depressed market, however, 
managed a strong gain of 25 to 
588p ahead- -of its sale last 
night. ", --.vi--' . 

Buxinafr -.Castrol moved 
nearer to acquiring chemical 
group Foseco by raising the 
terms of its offer to 3Q0p a 
share, ft also raided the market 
for stock at the same level, 
picking up some &15 per cent 
of the Foseco equity, which 
gave Bnnnah an overall share- 
holding of 2L75 per cent 

The increased bid was 
quickly rejected by the board 
at Foseco- Turnover in the let- 
ter's shares expanded to 13m. 
as they rose 16 to 296p. Bur- 
mah improved 6 to 477p, 
reflecting the Increased chance 
of It winning the day, said 
traders. 

Wates City of London Prop- 
erties "responded to the joint 


NEW HIGHS AND LOWS FOR 1990 
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venture with Sumitomo Corpo- 
ration (UK) to develop the 
Vintners’ Place riverside site 
in the City of Loudon. Wates 
shares gained 8 to 143p, while 
the trend otherwise in the 
pro p erty sector was lower. 

After Monday’s burst of 
enthusiasm, a greater balance 
returned to the property mar- 
ket and most leaders gave back 
part of their gains. MXPG 
closed 6 down at 516p and Land 
Securities 5 lower at 529p. 

PUktaKtcm bucked the wider 
market on speculation that 
BTR could once again be con- 
templating a predatory move. 
The appointment of a new BTR 
chief executive, who is seen as 
being acquisitive, evidently 
aroused these lumes. Pilking- 
ton shares moved up 4 to I59p 
ahead of the i n te r im results, 
due tomorrow, but those of 
BTR fell 12 to 326p. 

A setback of 9 to 113p in 
shares of Allied Conoids was 
more a reflection of the board's 
caution about the “increas- 
ingly adverse international 
economic outlook" than the 
interim profits which, as expec- 
ted, were flat at £19.3m. 

Renewed concern about the 
deteriorating environment for 
the US hotel industry unsettled 
the Bass share price, which 
closed 6 down at 995p ahead of 
today’s Interim results. It Is 
feared that toe posahHity cf 
war in the GulL combined with 
a recession in the US, are fur- 
ther clouding the outlook for 
the North American hotel 
industry, where rate cuts and 
failures have already been 
reported. “It Is not easy to 
paint a rosy scenario,” com- 
mented Mr Mike McCarthy at 
Smith New Court. 

Analysts, however, were 
quick to paint out that 
imri the rotated retailing 
ness for UK brewers in their 
home market hsro proved rela- 
tively resfitent In the face of 
spreading recessionary fears. 
In addition, the Holiday Inns 
franchising business has “very, 
very strong defensive quali- 
ties”, observed Mr Graham 
Eadie at County NatWeat 

Other brewers held steady, 
with Grand Metropolitan 
unchanged at 0Q2p ahead of 
foil year results due tomorrow. 
Guineas managed a moderate 
rise of 3 to 743p after announc- 
ing plans for a £12Sm Euro- 
bond issue. 

Trading announcements sent 
miscellaneous industrial issues 
in opposite directions. Slebe 
enjoyed a change of fortune 
after reporting increased 
interim profits of £85.3m 

(BRflifan) jmr! a hi gher dividend. 
The shares, wWcn have weak- 
ened considerably from GI6 d on 

doubts over the wisdom of the 
S656m acquisition eariier this 
year, of Faxboro. of the US, 
recovered 7 to 905p. 


APPOINTMENTS 


Redland 
top post 



to London, has appointed Mr 
Gerald Wilton as chairman 
following tim re signa t ion erf 
Mr Stephen Raven. Mr Chades 
Fendred becomes chief 
executive; Hr Pat Tundndl 
becomes director, equities; Mr 


director, gilts; Mr Brian 
Modlock becomes director . 
Eurobonds; and Mr Edward 

Bowea becomes settlements 
director. Mr Rav«i becomes 
consultan t to th e company and 
a non-executive director of 

Garten Equities. 

■ Mr Denis filer, director 
general of the Engineering 
Council, to jointogtim beard 
Of ADWEST CROUP as a 
nostexecutive director from 
January 1. 

■ Mr Ian D. Myers has been 


Joining board 
of GEC 

■ THE GENERAL COMPANY 
has appointed Bt Anthony 
OTReiliy to the board. He is 
chairman, president and chief 
executive officer .of HJf. Heins 
Compa ny in the PS. Dr 
O’Efiafly is also chairman of 
Fitzwflton; chairman of 
Independent Newspapers: and 
Chairman of Atlantic 
Resources; all based in Ireland. 
He was beam in Dublin. 

■ LLOYDS ABBEY LIFE has 


Be was deputy managing 
director, and succeeds Sir John 
Tsrdley who has become 
chairman of Camden Motors 
and managing director of 
Mercantile Services, the 


owns 

■ Mr Christopher Ross has 
Bi w i i fartM l rrum n p Hwy 

director of RICARDO 
CONSULTING ENGINEERS, 
automotive divtataa of Ricardo . 
International. He was group 

managing director of MoHns. 


a non-executive director. He 
is finance director of Pearson. 

■ JOHNSON BROTHERS 
(CLEANERS) has appointed 


Mr Robert Napter <&***!)} 
managing 

REDLAND. will S1HJMII aor 
Colin Corn«* — ^ 

ex ®£? tlv !l 

meeting on May . Hr 

Napier continues as ^ 

director. 

■ CJOMMERCIALUNpNhas 

^^^ C a“reSviskmal 

director from March!- Be Joins 


PAINEWEBBER . 

INTERNATIONAL (UK). He 


since 1938. 


pQftTCjjiTD ESTATES from 
December 17 when Mr Norman 


director, and Mr Richard 

Valentine becomes retail 

frv-hnteal director. 

■ CAFECrCURE MYERS 
CAPITAL MANAGEMENT has 

appointed Mr Roddy Buduman 

as divisional director of 
newly-formed central division. 


from Uw*™-- . .|. 0 

Deloiltewhfirehfi fetta 

partner responsible it 

insurance consulting. 

■ GARBAN HOLDERS’ 


the boanl on February las 

J^oSScuttve director. 

■ Mr Stuart HdOander baa 

been apig^«^ e,fiCI,tiv ® 


Birmingham, Bristol, Cardiff 
and Swansea. This new post 

follows the acquisition of the 

National fovesamant Group. 

Mr Buchanan has been a 
director since 1988, and was 

deputy head of private client 





which Is 

wholesale secuni 



_ CAMDEN MOTORS, part 
of the Barclays Bank Choup, 
has appointed Mr Paul 

as managing director. 


ERNST A YOUNG 
CORPORATE FINANCE has 

appointed Mr Henry Mutitiu 

(pi&umd) as a consultant 
director. He was a service 

director at the Royal Bank of 

Canada’s merchant 

operations in Loudon. He 
continues as a non-executive 
director of the Royal 
Automobile dnb, and Arthur 
Lee A Sons. 


Although the figures 
included only one month's 
trading from Foxboro, Sfebe 
said it was getting to grips 
with the acquisition. Analysts 
appeared to be in no haste to 
revise foil year profit forecasts, 
preferring to await develop- 
ments in the North American 
and UK economies which Slebe 
acknowledge as being difficult 
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for the company. 

Norerus confirmed the mar- 
ket’s worst fears with sharply 
reduced mid-term profits. The 
dividend was cut, but not by 


the amount expected by some 
analysts. Mr Richard Rae of 
Hoare Govett lowered his full 
year profits estimate to £26m 
from £30m but upward revised 
his dividend forecast to lOp 
from 8p a share, compared 
with last year's distribution of 
16p. This provided some sup- 
port for the shares, which 
reverted from an initial 115p to 
the overnight position of lisp. 

GEC surprised the market by 
not increasing its interim divi- 
dend of 2.55p, causing its 
shares to fell 8 to I77p. The 
rtwcUtw fo half-year profits to 
£342m from £357m compared 
with estimates of around 


£350m. Analysts said a 10 per 
cent drop in earnings per share 
for the rest of the year was 
likely. Estimates for foil year 
profits were likely to be scaled 
down from around £860m to 
below £8S0m. 

USM-listcd Serif Cowells 
jumped 17 to 4%) on news of 
negotiations which could 
result in a management 
buy-out. 

Textile company Leeds 
injected some encouragement 
to the sector by disclosing both 
higher profits and dividend 
coupled with a positive state- 
ment on prospects. The thinly 
traded shares responded with 


an advance of 10 to I68p. 

Better than expected full 
year results gave a boost to 
Huntingdon, which saw its 
share price climb 30 to 273 d. 
The market was pleasantly 
surprised by profits of £12m for 
1990, which was above ana- 
lysts’ forecasts of a little over 
£I8m, said Mr Ian White at 
Kleinwort Benson. Klelnwort 
has upgraded its forecast for 
Huntingdon and now expects 
profits of CSHLStW for 199L 

■ Other Market statistics. 
Including the FT-Actuaries 
share index. Page 23 
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CURRENCIES, MONEY AND CAPITAL MARKETS 
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MONEY MARKETS 


FT LONDON INTERBANK FIXING 


London rates firm 


INTEREST RATES rose in 
London yesterday as funds 
drained from the money mar- 
ket to meet applications for 
shares in the abtnit to be priva- 
tised UK electricity industry. A 
weakening of sterling and an 
upward trend in German inter- 
est rates also contributed to 
the nervous tone on cash and 
futures markets. 

Three-month sterling inter- 
bank rose to 13!H3ft per cent 
from 13ft-13J4, while 12-month 
money Firmed to 12ft-12n per 
cent from 1214-12%. 


UK deaitog tart bass temBag rate 
14 mr cent 
from October 8, 1990 


December short sterling 
futures opened weaker on Liffe 
at 86.67. The contract fell 
through technical support at 
86.66 to a low of 86.64 and 
closed at 86.65 compared with 
86.72 previously. 

Day-to-day credit was in 
fairly comfortable supply on 
the money market The Bank 
of England initially forecast a 
shortage of £200m. but revised 
this to £250m at noon and to 
£350m in the afternoon. 

The authorities did not 
operate in the market before 
lunch, but in the afternoon 
bought £20lm bank bills in 
band 1 at 13% per cent 

Bills maturing in official 
hands, repayment of late 


assistance and a take-up of 
Treasury bills drained £265m. 
This outweighed exchequer 
transactions adding £35ra to 
liquidity, a fall in the note 
circulation of £5m and bank 
balances above target of £25 m. 

In Frankfurt credit 
conditions remained tight, 
prompting action by the 
Bundesbank to add liquidity 
via currency swaps. Tight 
conditions have been reflected 
in the high level of Lombard 
borrowings by banks. End of 
month pressure pushed this up 
to DMl3.2bn last Friday, but 
even on Monday the level was 
relatively high at DM7-2bn. 
Call money rose to &50 from 
8.45 per cent yesterday. 

The Bundesbank has an 
opportunity today to ease the 
pressure at a two-tranche 
securities repurchase 
agreement tender. Ranks have 
been offered liquidity via 
30-day and 58-day pacts at 
variable bid rates. This is the 
first time the central hank has 
offered a one-month variable 
rate tender since it raised the 
Lombard rate in November. 

The move prompted 
suggestions that the 
Bundesbank wishes to see a 
rise but that a fixed tender 
above 8 per cent may have 
been interpreted as a 
tightening of monetary policy. 
By asking bidders to set the 
rate the authorities can claim 
that market pressures are 
forcing rates higher. 
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AfterFX 

Our back office processes settlements and confirmations with 
crisp, accurate dispatch. 

(MX 

To enjoy pleasant after effects in FX, ; 

ring CicL Corporates 071-240 8844, Insurance 071-240 2737, 
Trading and Commodities 071-379 7075, 

Fund Managers 071-379 4101, Night Desk 07M38 1910. 



Interbank Offer 14% 14£ 14% 130 13A 12 

Interbank Bid 13% J«E M 13A 12 H 12 

Sterling CDs - - 14i 13% .lT 12 

Local Authority Des» — 14 14% 14% 130 13& 12 

Local Ajahoriw Bomb.. - - - - - 

Dlseouiit MH Oepi. >m . 14% 14 13% 13 

Company - - 14% 13H 13A 12 

FlnarceHouseDepiKlts - - 14i U1 if 17 

TmKJsrt BUKIBcy) — — 13% 12U - 

Bank Silts CBml • 12i 

Fine Trade Bills (But) m - - MS 13% 12a 

Dollar CDs. - - a45 8.12 7.<® 7J 

SDR Linked Dep. Offer . - 9 9% 9% 9] 

SDR Linked Dep. Bid... 8% 9 SH tt 

ECU Untod Dap. Offer. - 9% 10% W% 10 

ECU Untoed Dep. BM-. 9% 10% 10% 10 

Treasury Bins (sell); one-month 13U tor tmi Uwo moMlis 12S otr cent.- six month, 12 
cent; Bank Bills (seJU: one-roonth L3% per cent' three mondislzU 


CmBAN<& 

Chtaafc!U.bmMnter<tmBdtiaa. 


FUTURES Sc OPTIONS OFFICE 
TO SHARE IN S W LONDON 

Offices with comprehensively equipped 
Real Time Quote facilities & fully serviced 
From £220 p. m. 

Tel: 081 878 8629 Fax: 081 878 4935 




M.. Sthenw » * 1 H 1 M.B7 p.c. Rettrtnct rate i«r tw* w.ivw nnot», iw 
Sctane IV&V: 13.698 px. Local AnthorlEr and Finance Houses sm days' nailer others sewn 
days' fixed. Finance Houses Base Rate 14 mm December 1. 1990: Bank Deposit Rates for sums 
at seven days mrtJce 4 per ccnL Certificates of Tax Deposit (Series 6); Deposit £100.000 and over 
held under one moMh 10% per «*t; pne-ltaw aiontlw 12 percent: thrce-Mx months 12 per cent 
six-nine months 12 percent; Mne-tMetae months U% percent; Under £100,000 10% per tent 
from Oct 8,1989 , Deposits ■rtthdravnt for cash 5 per cent. 



MEMBER AFBD 


DOLLAR 
Where Next? 

Call for our current views 


CAL Futures Ltd 
Windsor Hottse 
SO Victoria Street 
London 
SW1H0NW 
Tet 071-799 2231 
Rat 071-799 1321 


ACROSS 

1 Butcher’s service area (8) 

6 Constitutional way is on 
official record (6) 

9 Group of flowers is thus 
lobbed after in rotation (6) 

10 Report of gold found in 
Wales (6) 

U Artillery round pins fog and 
breezing conditions bring 
end to fighting (9) 

13 Because it is from that time 
©) 

14 Flower came out of bed (4) 

16 Daughter wakens up from 

sound sleeps CD 

19 Reputed recently in colour 
(7) 

21 Head of household swal- 
lowed animosity (4> 

24 King is in physical pain 
from car accident (5) 

25 According to speaker, where 
to put up store (9) 

27 Fwmer pupils representing 
Milan Uni ver sity (6) 

28 Specific instant leaden of 
Unionist movement obtain 
driving power (8) 

29 See about event not star ting 
or finishing impartially (6) 

30 Fee paid by ford's vassal (8) 

DOWN 

1 Guide, osing hands (6) 

2 Small child, quiet and terri- 
bly prim (S) 

3 A spinster? Wrong (6) * 

4 About to annoy the rest (7) 


6 Something used to convey 
strong emotion (9) 

7 To ran periodical Initially 
involves several editors (8) 

8 Capital character, said ebar- 
tty....(8) 

11 — to look after bear (4) 

15 A long coat originally, with 

several sides (9) 

17 Aircraft makes journey over 
well-defined course (8) 

18 Request certain to provide 
amusement (8) 

20 Furbelow? (4) 

21 Get chemical from doctor 
round Rhone perhaps (7) 

22 However, has not raised 
how to attach fabric sur- 
faces (6) 

23 Main French sea sewer (6) 

26 He Is Involved with any car- 
nivorous mamma? (5) 

Solution to Puzzle No.7,410 


□aaSCJQQ HBBCiaLlE 

a a 0 0 □ q 0 b 

QEBHQ □□QBQCBDH 

1:1 Q Q □ B G 

naaaaanoa □□□□□ 
3 b a 0 H 
uuuua BQsnnnBfSG! 

i r i a o £3 a m 
HEUDQGiQElBQ aBEjED 
Qa a 13 cq 
□ nama ssaDoansa 

□ 0 m a □ n b □ 
□□aaaaoQB coqhq 

□ bbooeeb 

laamasn] ancicgQDD 




. . 1 















































































































































































32 


AUT 

UNI 


(AcomUnl 
UK Growth 
MkuoUbI 
Allctod 
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Allied On 
07*15145 
IT 
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iTn 

Ammon* 
Hid* Incnm 
EOBitVbm 
HiqtYieH 
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SMlA'Am 
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ZreSreNI 
Brawny. 
MtatoilA 
ffwatEAn 
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UK Sued u 
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ArataWnt 
OoAcnun 
artraMMO 
Atowrig 
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Asset III 

MRrat 
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FINANCIAL TIMES WEDNESDAY DECEMBER S 1990 



4pm prices December 4 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


"S ri 


AAH 
ACM I 


U% 8% ACMIn us 


. . 8»2 ACM M aim 

124 H ACMMU 140 
114 84 ACM 3CL3B 


9% 74 ACMSp 1H1 
»% 


2*% 10% AL Lab .» 
4*| I AM tan 


C n> 

naii - - 

JM*. YkLE lootaflgb Lm Qua taCI a** 

m u a is® 124 ti% «%+ % 

IS. 039 *4 #4 8% + 4 

1709 10 9% 10 

609 7* 7% 7 Jr— 4 

108 11% II V «%♦ 4 
2203 04 04 04- 4 

m 04 04 54+4 

2% + 4 


1.01 



22 


10 4 ^ AMjnpl 2 


008 14 t% 14- 4 

25. 70 04 0 04-4 

155177 «% *8% 494 + 1 
ML 27 294 354 284 

US 2 14 1% + 4 

7 A 433 404 «% 404+ 4 

109 24 24 24 

lJZIOKE *s% 434 4*4+ 4 

11 11 11 T1 - 4 

7412 M 54 54 84 - 4 

02 9 55 64 14 34-4 

22 10M *4 274 304+ 4 
04 144 1*4 14% + 4 
7 w*i tot >a4+ 4 
27 174 174 174 

12 20 20 j» 

zoos 44 

20 18 


TX 


704 

204 29 ANA pf 2.67 
4 14 AAX 

724 304 ASA 3 
34 24 ATTC nl 
*4% 31 4 AMLAb &54 
M 10% AMtU g JO 
114 44 AcmoC <40 
94 0 AcmoE 52 
324 w% Acumn ■ 

H% 14%Ada£a l-72o 
16% W Adobe 
204 18 Adob (A 154 
214 W4 Adob pi 440 
114 3% AMD 

32% tq AMD pi 3 __ . . _ , 

14 AdtMGt .« 87 *101 24 24 24- $ 

9 Aetnu Z7B 73 83100 384 374 374-4 
' 35 794 84 - - 

U 53384 
7 178 

2-8 a 1078 644 94 S4% - 4 

U I IS 17 18% 18- 

w a R% u% a’ 


20 . 


44 44 
144 144 + 4 


82 29 

124 64 Aflm 


■24 


24 tO^rAtanm 58 


i% AHeen 

■I 424 * toW 1.44 

27 13*2 AirFri a 50 

«% 114A40AA 


84 72 B%* b 

■a "S is- ? 


244 114 Atmai w 02 124 w% n% 

204‘ »% A«***b 252 17. 7 20 144 *44 Mj- 4 

104 o AlaPdplJW OS 8 04 04 04 


HJ7 102 AWPpi 11 
KB 94% AMP pf 9.44 
« 84 AlaP pf 8.18 

904 M4AtaP«B2a 

28 18% AtokAhr JO 


194 0 Ataaym 58 
274 19* 


ta *190 1054 1054 1054 +24 
95 2180 98 98 SO 

U 290 BS 89 89 -4 

U 130 984 884 884- 4 
ta • 804 i84 184 «4- 4 
35 U 20 KH* 1C 10-4 
J 22 352 B2BW 27 284+1 

Ml 15 182 194 184 194+ 4 
1.4 201230 334 324 334+ 4 
Bui 95758 W4 184 184+ 4 
2813 2B4 334 324 334+ 4 
45 19 1809 214 224 29 +4 
S3 23 224 23 

744 AUegCp 1721 2.1 8 43 99% 804 80% 

344 U4AlgLud8JB 42 9 42 204 20 
- - 83 II 256 38 371 

TO 148 13% 13 ... . 

TO. 21 17% 174 174+ 4 
LB 22 2000 144 ‘ 

12 . 


W4AtaM>a20 

224 IS4 A/CulA s 20 
374 2*4 Aibtsi a <48 
344 M4 Alcan 1.12 
374 274 AlcoSJd 58 
34 184 AtaxAtu 1 

684 204 Ataadr 


424 34 AHgPw 3.18 
2D 94 AOanQ 
214 14% Aden plt.13 


19% 124 AlOiTpi 
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124 74 AHNEa a 
184 84 AKTOl a 

254 04 Albh pOS7 
104 3 ABdPd 

374 244 AUSfff 1-80 
104 94 AM FT 72a 
104 04 AMTI2 ilOSb 

94 84 AMTT3 b 64 
114 84 «MK3 36m 
ai 84 A1B02 .78 


14. 


204 204+4 
274 374+ 4 
» 04+ 4 

174 174+ 4 

«% w4+ 4 

U 288 1*4 04 14 - 4 
718 104 104 104-% 
228 94 94 0% 

888 104 w% 104-4 
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4 85 34 34 34 . 

6J 81788 284 274 2t 4~ 4 
7.7 799 94 d 94 9%-4 

7S3 9 84 O' 
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774 494 Alcoa 180a 
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W4 . 
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10 84 AGP 1-OBa 

to*] 94 Aorr j» 

2*4 TO4AHHVS44 
244 W% AHartt sU» 


75 
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7.4 
85 
77 

8.1 823 
45 M 478 

25 828*4 964 944 66 
534 S3 124 124 724 

4.1 82852 194 0*9 19*2+4 

076 4 4 4-MS 

7 A >40 84 84 04- 4 

in 4 3-18 7-32—1-82 

23 4 7-18 7-18- 4 

15 13 795 904 50 904 

85 51 » «4 94- 4 

10 10 10 


va a .\ 
s a 
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«4 


5451899 194 TO4 »4+ 4 


85 11 2418 404 3S4 «4 - 4 
95 7 304 30 30 

14 11 39 274 2B4 27 -4 
12. 74 »4 184 *4- 4 

9 184. 

17. 2B1 

27 14 11 

U 10 2958 _ 

4.4 38 88 IQ 21 204 21+4 


ai iD-a 1 . 

184 184 184+ 4 

3*1 


2.1 U H82 174 «4 17 -4 


554 43 AHoma B2.13 45 14 2*09 62 


It. 6S32S 294 274 294' 

11. *•« 74 ' 

11. 181 94 

OA 40 TO . 

10.13 350 234 ZS4 Z3*]+ 4 

45 8 *1 214 214 214 




08% 
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4514 2209009% 

SB 
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5 11 9809 78% 

ID 
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TO 113 

9% 

31% 
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45 2S7 

»% 

12% 

8% AREat 2 
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7% 
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«% 

1 ASH m 
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3% 
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1% 
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XI R 804 

U 


% %+ ^ 


94 94 

ui 15 + 


47 ~ 294 AT8T 152 
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83+4 
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.9 


55 10 258 «4 »4 »4 
95 *800 14 134 134- 4 

60 8 ~ 

38 M3 


^4+ 4 


824 344 Amaren 158 35 11 9 304 384 384- 4 

114 T6f - 


. 1682 vJABtaaO .03J 
M4 84 Amatak 54 
11 8% AflwuSc 156 

80% 491. Amoco 254 
594 374 AMP 150 
124 44 Ampea 50 
84 34 Am™ -W 
254 174 AmSUt 1« 
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11. 13 94 94 94 

45 18 0920 624 604 81% 
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UIM 14 I 6 

24 9 99 64 S S 

75 8 41 194 a4 W4+ h 
8 480 2 14 1% 
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2512 78 » Z74 274 
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The FT proposes to publish this survey on 
January 25 1991. 

It will be of particular interest to the 61,000 businessmen 
involved in decision making about office property who are 
regular FT readers- If you want to reach this important 
audience, call Clive Booth on 071 873 4152 or fax 071 873 3078. 
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Dow stages late rebound on Nikk ei falls 3.8 per cent in thin volume 
hopes of Iraqi withdrawal 


Wan Street 


AN UNCONFIRMED report 
that Iraq had off rand to with- 
draw its troops from Kuwait in 
return for guarantees that it 
would not be attacked and 
would be allowed to keep the 
Kuwaiti part of the Rumelia 
oilfields led to a frantic 40- 
point Dow turnround in the US 
equity market last night, writes 
Patrick Hat v erso n in New York. 

At the close the Dow Jones 
Industrial Average was up a 
net 14.11 at JL579.70 after fairly 
heavy New York SE volume of 
185.8m shares. Half an hour 
earlier the index had been 
dovn over 25 points, but the 
r ush of demand in the panicky 
trading that fallowed the 
report that Iraq was willing to 
discuss terms for a possible 
withdrawal from Kuwait led to 
the sharp rally. 

The Standard & Poor’s 500 
moved in girnn«r fashion, end- 
ing up 2L25 at 32035, while the 
American SE composite was 
less volatile, ending virtually 
unchanged at 302.64. 

Earlier in the day the Fed’s 
decision to reduce reserve 
requirements on some deposits 
had led to strong advances In 
bank shares, which helped 
turn round an initial fall in the 
DOW. Although the ^hnng is in 
the Fed's requirements was not 
regarded by the market as an 
easing in monetary policy, it 
was seen by most observers as 
a much-needed helping hand 


for the beleaguered commer- 
cial banking rector. 

The lowering of reserve 
requirements effectively 
relaxes the tight conditions in 
the credit markets, and 
reduces banks’ costs by allow- 
ing them to move nuns hinds 
from non-interest earning 
accounts with the Fed into 
interest-bearing assets in the 
money markets. Some analysts 
speculated that the Fed’s pol- 
icy change could lead to a cut 
at some stage in prime rates. 

Trading in bank stock dur- 
ing the day was heavy. Citi- 
corp led the way, rising $1% to 
$14% on turnover of 5.1m 
shares, closely followed by 
Chase Manhattan, up $% at 
$11% on UJm. 

Also higher, but on light™* 
volume, were Manufacturers 
Hanover, ahead $1 at $20%, 
Bankers Trust, $2% stronger at 
$41%, Chemical Bank, $% 
firmer at $12%, and J.P. Mor- 
gan, up $1% at $43%. 

Security Pacific, the Los 
Angeles based banking group, 
advanced $1% to $22% on vol- 
ume of nearly 1m shares in the 
wake of a report that it is 
attempting to place around 
$100m of subordinated debt pri- 
vately with Japanese investors. 

The repercussions of AT&T’s 
paper bid for NCR, the com- 
puter group, continued to 
reverberate in the market 
NCR maintained its upward 
momentum, adding $2% at 
$83% on turnover of 2.6m 
shares, while AT&T traded 


steadily at $30% with 3.1m 
changing hands before lunch- 
time NCR’s share price is edg- 
ing towards the effective $90 a 
share paper offer from AT&T, 
bat the market continued to 
speculate yesterday that the 

tol««cnmirmiiif3irinr>B pith in will 

respond to Monday's rejection 
by NCR’s management of its 
offer with a hostile cash bid, 
perhaps as high as $100 

Machinery manufacturer 
Deere & Co foil $1% to $44% in 
bright trading after the com- 
pany said weak dsmand due to 
the slowing economy pushed 
earni n gs down from $L37 to 96 
cents a share in the fourth 
quarter. 

Canada 

TORONTO also rallied sharply 
late in the session cm the Iraq 
situation, leaving the compos- 
ite index 27.6 ahead on balance 
at 3488-8, although advancing 
issues led declines by only 294 
to 272. The market gained 
about 12 points in the last hour 
of trading. Volume increased to 
232m shares from the previous 
day’s 15-9m_ 

Thirteen of the 14 stock 
groups gained ground, led by 
financial services, up 2.7 per 
emit Royal Bank gained C$% 
to C$23 after reporting fourth 
quarter net earnings of 62 
cents a share, compared with a 
loss of 77 cents a year earlier. 
Loan-lore provisions were sig- 
nificantly highpr in the year- 
earlier period. 


Tokyo 

THE NIKKEI average lost 3 i 
par cent to close below 22200 
for the first time since October 
1 as the yen suffered a big Ml 
and the effect of selling in the 
futures market was ma gnified 
by the thin volume in the main 
market, writes EtnUco Tomato 
in Tokyo. 

The Nikkei opened at the 
day's Ugh of 22279.05 and soon 
gathered downward momen- 
tum on amah-lot sailing. The 
liquidations increased in the 
afternoon and the index closed 
at the day’s low of 21262.41, 
down 86338. 

Trading volume reached 
only 240m shares as Institu- 
tional investors for the most 
part stayed on the sidelines. 
Declines overwhelmed rises by 
909 to 67, with 71 issues 
unchanged. The Topix index 
dropped 4057 to 1222.65 and, in 
London, the ISE/Nikkei 50 
index slipped 8.64 to L23L00. 

The bearish sentiment was 
carried over from the previous 
day and the sharp decline in 
the yen added to the pessi- 
mism. The yen lost YL35 to 
close at Y13425. 

Mr Dan Kerrigan at County 
Natwest said: "A lot of the 
stocks were depressed by tech- 
nical trading typical of a bear 
ish market.” He added that 


people were pessimist ic in 
spite rtf forecasts erf a recovery 
now that long-term interest 
rates appeared to have peaked. 

A total of 131 issues fell to 
lows for the year while an sec- 
tors lost ground. Rumours of 
large-size selling orders for 
stocks bought on margin con- 
tinued to haunt the market. 
International blue chips weak- 
ened on forced selling over 
such concern. Sony ended Y310 
down at Y5£60 and TDK Y170 
off at Y4200. 

Speculative stocks were 
heavily sold on rumours of 
speculators’ financial difficul- 
ties. Kyosan Electric plunged 
Y210 to Y1.400 as a large share- 
holder was rumoured to have 
atWtonw n t trouble. Wnraftn gnj 

Iseki were among the day's tea 
top losers. 

Honshu Paper, a popular 
speculative issue, registered its 
maximum permitted dally loss, 
dosing down Y400 at Y244D. 
The stock had surged ahead by 
that amount the previous day 
on reports that a Hong Kong 
investment grenp had HahnaH 
to own a third of its outstand- 
ing shares. Yesterday, revela- 
tions that the predator was a 
front company with no assets 
triggered heavy selling: 

Dainippon Pharmaceutical 
was hit fay a report that the 
Ministry of wealth had asked 
the company to Inform 


pattantg about tfafl alleged side- 
effects of two of its drags. 
Other pharmaceuticals were 
dragged lower as a result, with 
Yamanouchi retreating Y18Q to 
Y2200 and Ti annhl pharmaceu- 
tical Y160 to Y2270. 

Non-bank financial institu- 
tions fell on reports that the 
Ministry of Finance would 
start a survey on non-bank 
financial institutional lending: 
Orix dropped Y120 to Y2£20, 
while Hitachi Credit dipped 
Y80 to YL240. 

NCR Japan receded Y10 to 
Y1.230 an news that NCR, its 
US parent company in the US, 
faced a hostile takeover from 
the telecommunications giant 
AT&T. On Monday, prior to the 
announcement, NCR Japan 
had been one of the day’s best 
performers, adding Y9Q in an 
otherwise dull market 

In Osaka, large-capital and 
high-technology issues plum- 
meted, taming the OSE aver- 
age to fall 98024 to 24^)9020 on 
poor volume of 14.1m shares. 

Nintendo, a popular video 
game Issue, dropped Y1.600 to 
Y19.400. The stock has been 
recently hurt by reports fore- 
casting a drop in US sales. 

Roundup 

WEAKNESS on the Japanese 
stock market sent most Pacific 
Sim markets lower yesterday. 


AUSTRALIA foUowwi the 

Tokyo trend. The All Ordi- 
naries index declined 7.0 to 
L317.0 but turnover expanded 
to A$l6Sm from A$123m. 

BTR Nylex, a manufacturing 
and packaging company, 
slipped 15 cents to A$2 j 51 after 
an announcement that Mr 
Alan Jackson, the company s 

chief executive, will become 
managing director of BTR He, 
the British conglomerate that 
owns 64 per cent of the Austra- 
lian concern. Mr Jackson has 
jww regarded as the driving 
force behind BTR Nylex’s suc- 
cess. He will be replacedby Mr 
Graeme Pearson, director and 
fjiirf executive of the Austra- 
lian group operations. 

NEW ZEALAND closed at 
another six-year low in spite of 
further domestic interest rate 
falls. Fletcher Challenge 
dipped seven cents to NZ$3.13. 
The Barclays index finished 
16.00 down at 1,251.88, below its 
previous six-year low of 
1,26526 set last Friday. 

TAIWAN declined, following 
four straight gains, on fears 
that domestic fuel prices would 
be raised for the second time. 
The weighted index surren- 
dered 3126 to 4,71626. Volume 
eased to T$8122bn <T$8038bn). 

SEOUL fell sharply after ris- 
ing for three consecutive trad- 
ing days. The composite Index 
closed at 70820, down 8.72, 


after volume of Won2842bn 
against Monday’s Won3aS2W 
Profit-taking by investment 
trusts and insurance concerns 
in the early afternoon 

prompted individual investors 
to join in. 

HONG KONG erased early 
losses, thanks to a late spate or 
buying. The Hang Seng infe 
dosed a net 0.67 up at 3,02081 
while turnover shrankto 
HK$536m from HKSTiOm. 

SINGAPORE was modestly 
easier. The Straits Times 
Industrial Index shed 429 to 
1,12124, but turnover Increased 
to S$7722m from S$8525m. 

mug Tai Holdings plunged 
35 per cent at one point before 
rebounding to close at S9124, 
down 12 cents, on rumours 
that a consignment of its gar- 
ments had been rejected by us 
clients. The rebound followed 
an announcement by the com- 
pany denying the rumour. 

KUALA LUMPUR was 
steady. The composite Index 
rose 0.85 to 470.71 on turnover 
of 232m shares (28.7m). 

MANILA finished Uttle 
changed following thin, choppy 
trading. Sentiment was split 
between big players supporting 
selected oil Issues and retail 
traders who took profits. Tbe 
composite index shed 0.05 to 
631.39 on turnover of 67.7m 
pesos, a drop from Monday's 
1142m pesos. 


EUROPE 


Belated upper hand for the Bombay bears 

R.C. Murthy explains why a Gulf-defying rally in Indian equities has turned to dust 


Bourses lose upbeat mood 
after Far East weakness 


TOKYO’S big drop gave 
investors the excuse they were 
looking for to take profits on 
Continental bourses after their 
recent strength, unites Our 
Market s Staff. 

FRANKFURT lost the upbeat 
mood of the previous few days 
as the cost of reunification dul- 
led the weekend election 
euphoria. A bearish note from 
London on the prospects of the 
German steel companies also 
dampened sentiment. 

After a fell of 8.16 to 62526 in 
the FAZ index at midsession, 
the DAX dosed 1624 lower at 
1,44624. S.G. Warburg’s com- 
ments on the strike-threatened 
steel industry left Hoesch 
DM1720 lower at 203.70 and 
Thyssen down DM1020 at 
DM188.50. Volume fell from 
DM5bn to DM4.0bn, and the 
very tightness of trade affected 
share price movements. For 
example, Metallgesellschaft 
rose DM1620 to DM435 against 
the trend, as a 25 per cent rise 
in profits attracted a modicum 
of buying. 

A similar situation applied 
to Kali und Salz. the producer 
of potash, salt and magnesium 
compounds, marked up DM12 
to DM151 after DM157 as turn- 
over readied 4,000 shares for 
the day - the normal total for 
a week - on a no-limit order 
which suggested that an insti- 
tutional holder might be dress- 
ing up its books. 

Ms Barbara Altmann of B 
Metzler in Frankfurt said that 
there was further selling pres- 
sure on the retailing sector, 
where Douglas fell DM820 to 
DM82920 and Kaufhof DM8 to 
DM526. There are good reports 
of Christmas trade in the 
shops, and the view is that 
investors may be taking profits 
at a higher level than they 
might expect to get next year. ' 

Horten fell DM14 to DM189, 
as a story circulated that 
WestLB is paying only DM160 
a share in its deal to acquire 


BATs 51 per cent stake. 

PARIS ended almost fiat, 
supp or ted by a rise in Enrotun- 
nel shares and futures related 
activity. The CAC 40 index 
closed 1.66 higher at 124653, 
recovering from a day’s low of 
1233.12. 

Sentiment was encouraged 
by rumours that the govern- 
ment might be thinking of 
incentives to attract savings 
back to equity and bond 
Sicavs, the French equivalent 
of unit trusts, which have been 
losing out to the currency 
Sicavs. 

Eurotunnel advanced 
FFr2.60 or 82 per cent to 
FFr3425 with 52m shares 
traded, as the. arbitrage 
between the shares and the 
company’s rights package 
ended after the rights subscrip- 
tion period closed on Monday. 

Anxiliaire d’Eutreprises, the 
construction company, gained 
FFr85 or 7.7 per cent to 
FFr1,185 with 157,050 shares 
changing hands, on renewed 
speculation about its share- 
holding structure. Elsewhere 
in the sector, Imftal, the build- 
ings materials group, which 
received a broker’s recommen- 
dation yesterday for its 
long-term earnings prospects, 
added FFr620 to FFr227. 

Schneider, the engineering 
company which has lagged 
behind the market, rose FFr20 
to FFI690. 

MILAN ended higher but 
was off the session's highs. The 
Comit index rose 428 to 52122 
in moderate volume. 

Fiat rose L44 to 15,480 at the 
official close but slipped L30 
after hours. In a report pub- 
lished yesterday, James Capel 
expressed concern that the 
group’s future. 

The recent decision to build 
a car plant in southern Italy 
could put further strain on 
Flat’s balance sheet, the bro- 
kers said, forcing its net gear- 
ing up to 65 per cent fay Decem- 


ber 1991 from 51 per cent at the 
end of 1989. 

STOCKHOLM Mnw nff 
day’s highs on profit-taking 
after the recent recovery, but 
still ended slightly higher. The 
Afffirsvstrlden general index 
closed L0 higher at 8802 on 
volume of SKr3i9m after 
SKi275m. 

Bsselte, the office equipment 
company, fell SKr2 to SKr96 
after the investment company 
Mnh flia . its ni*rin owner, said it 
had filed fo r bankruptcy. 

AMSTERDAM closed mixed 
in thin trading. The CBS Ten- 
dency Index dosed 02 lower at 
95.7. 

There was a fresh flurry of 
takeover speculation which 
triggered heavy trading In 
shares of the biotechnology 
group Gist-Brocades. The 
shares rase FI L30 to FI 29 JO. 
Unilever was being rumored as 
a suitor for Gist-Brocades, race 
it had completed the sale of its 
pharmaceutical division to 
Yamanouchi Pharmaceutical of 
J apan. 

ZURICH for once resisted the 
Frankfurt downtrend. Share 
prices ended mixed in light 
trading as the Credit Suisse 
index edged up by 02 to 4695. 

MADRID dipped on profit- 
taking In mostly quiet trading, 
with the general index falling 
1.40 to 232.53. Repsol eased 
Pta45 to Pta2,020 with 203230 
shares exchanged; the oil 
group announced a 5 per cent 
rise in its interim dividend to 
Pta42 a share. 

OSLO attracted profit-taking, 
which pulled the all-share 
index 752 lower to 48021 in 
trading worth NKiSOTm. Saga 
Feteoleum free shares lost 
NK tS to N KT130. 

ATHENS slipped back after 
the previous day’s 13.6 per cent 
jump, which had followed last 
week’s announcement of a tax 
on interest earned on bank 
deposits. The general index fell 
4625 or 4.7 per cent to 955.04. 


A N AIR of subdued bear- 
ishness has replaced 
the robust optimism of 
the Bombay stock market. 
Heavy buying by state-owned 
mutual fiinds felled to halt a 
sharp fell in share prices yes- 
terday, as Investors took a pes- 
simistic view of the economy. 

The Bombay Stock Exchange 
(BSE) index fell 40.61, or 3.4 per 
cent, to 1,16329. “Investors 
turned sellers in large numbers 

because they see recession 
creeping in,” said one broker, 
who added that corporate 
profit margins were under 
pressure following higher ofl. 
prices and slower demand. 

Political and economic wor- 
ries have overt u rned the ear- 
lier mood of the market, which 
saw the equity market capital- 
isation of about 6,000 listed 
companies nearly doubled in a 
year, from Rs450bn to Rs850bn 
($465bn). 

Indian equities had ignored 
the Gulf crisis for more than 
two months, hitting a 1990 
peak early in October. How- 
ever, the Tnfllan government 
was unable to follow suit. In 
mid-October, it imposed a Gulf 
levy package which included 
petrol and diesel price rises 
and a seven percentage-paint 
surcharge on corporate tax. 

The turning point in senti- 
ment, on October 18, also came 
at moorat, the inaugural ses- 
sion of the new year for Gujar- 
atis, predominantly a trading 
class from western India who 
dominate the Bombay Stock 
Exchange. That day’s trading 
is said to Indicate the course 
that stock markets wifi, take 
over the next year. 

The combination led to a 
severe tumble in share prices, 
followed by indecision and 
then renewed pessimism. An 
attempted recovery on the col- 
lapse of Mr.VJ*. Singh's admin- 
istration early inNovcmber led 


SOUTH AFRICA 

DEMAND FOR leading 
industrial stocks, triggered by 
hopes of an interest rate cut 
early next year, lifted Johan- 
nesburg yesterday. The JSE 
Industrial Index rose 78 to 
2203, while the allgold index 
fofl to 1246, down 12. 
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only to apprehensive specula- 
tion about the policies of the 
new government, headed by 
Mr Chandra Shekhar. 

The 30-share index of the 
Bombay Stock Exchange, 
India’s largest and responsible 
for nearly half of total national 
trading, started its most recant 
downswing on November 2L It 
fell 55 to L265 after Mr Shek- 
har announced Ms cabinet 

Many of the new ministers 
did not salt the men in the 
mar ket hi addition, a three- 
week delay in the construction 
of the cabinet and dissatisfac- 
tion among ministers about the 
allocation of government port- 
folios, had raised doubts about 
the prospects of the minority 
government completing Its foil 
term in office. 

Company results far the first 
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half of 1990, especially those 
from the bine chips, have been 
a restraining factor on the 
slide in share values. For 


example, the market losses of 
November 21 were recovered 
five days later in a minor rally 
fuelled by strong first half 
results from Associated 
Cement Companies. 

However, company prospects 
are now suspect, and questions 
have also been raised about 
New Delhi's capacity to control 
inflation, and the burgeoning 
budgetary deficit which has 
been estimated at RslOObn for 
April-October, compared with a 
previously projected RsTObn for 
the year to March 199L 

The balance of payments sa- 
tiation worsened after Moody's 
and Standard & Poor’s down- 
graded India’s rating, making 
commercial borrowings more 
expensive than before. The 
manufacturing sector has been 
asked to halve inventories of 


imported raw materials to 
three months' requirements, 
raising fears of a slowdown In 
industrial production. 

The waiting of investor inter- 
est in equities has been noted, 
and acted upon, by the market 
The BSE authorities have 
relaxed restrictions cm forward 
trading imposed three months 
ago, allowing greater room to 
operators. Mutual funds and 
other institutional investors 
have remained active. 

The bearish mood, however, 
re mains. There has bem a ten- 
dency to regard the 1,200 Level 
as a resistance point for the 
SOshare index. But If the Golf 
situation worsens, say ana- 
lysts, the bears may get the 
upper hand and the resistance 
pout may have to be revised to 
the L000 marie. 


Recognition Equipment 
Incorporated 

as part of its corporate restructuring program 
has divested the following European subsidiaries: 

Recognition Equipment Ltd, 

Recognition Equipment Italia S.p*r*., 
Recognition S-A. and MDS Belgium N.V., 

MDS Deutschland GmbH, 

MDS Export GmbH and 

REI-MDS Deutschland GmbH & Co OHG 


Morgan Guaranty assisted in the negotiations 
and acted as financial advisor to 
Recognition Equipment Incorporated 
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Lower growth forecast 
for a booming economy 

— see page 3. 

section m" 



The fast-growing 
Thai economy has 
undergone radical 
transformation in the 

^ fast three years. But 

economists are worried now abo ut 
emerging infiationary pressure s, 
uneven-development and ~ high., 
environmental costs, reports 
Paul Taylor in Bangkok, 

Poised to Join 
‘the tigers’ 


THAILAND, and its economy, 
appears poised to Join the 
ranks of the "Aslan tigers." 
The Gulf crisis may deprive 
thin kingdom of 56m people of 
the ultimate accolade of the 
world’s fastest-growing econ- 
omy again this year, hot Thai- 
land’s recent economic perfor- 
mance has nevertheless been 
impressive. 

Over the last three years in 
particular, the Thai economy 
has undergone a radical trans- 
formation, with economic 
growth averaging 1L7 per cent 
and expected to run dose to 10 
per cent in 1990 - despite seri- 
ous in fr a structure . problems 
and the Gulf crisis. 

Fuelled by a influx of foreign 
investment, manufacturing . 
industry has shot past Thai- 
land’s traditional agricultural 
base and now accounts for a 
quarter of the country’s Gross 
Domestic Product of about 
DSSSlbn. 

By the mid-1990s, Thailand’s 
per capita Gross . Domestic 
Product win have - trebled to 
US$3,000, according to Dr 
Phisit Pakkasem, secretary 
g eperq l of Thailand's National . 
Economic and Social Develop- 
ment Board, the country’s 
developmental planning and 
management agency. 

If ms projections prove accu- 
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rata, Thailand win have taro- . 
ken away from the pack of 
other south-east Asian nations 
chasing the region's estab- 
lished Newly Industrialised 
Nations (Nics) - Korea, 
Taiwan, Bang Koag and Singa- 
pore - and Asia's economic 
power-house, Japan. 

Although the already-over- 
heated Bangkok bourse has 
. taken a battering in recent 

pinnWw — Iniilng mfrr a tiwn 4Q 

per c e n t of its market capitalis- 
ation since its peak Just before 
Iraq invaded Kuwait — and the 
speculative . property sector 
appears , headed for a down- 
turn, there is no talk of reces- 
sion here. 

Tmtfpad the g o v ern ment 
its senior economic advisers 
worry about defining a “sus- 
tainable" level of economic 
g r ow th, about wnmy in g Into , 
tionary pressures, infrastruc- 
ture bottlenecks, uneven dervel- 
of&nent awf towaflamg ly about 
the envir onmental cost of pro- 
longed double-digit growth. 

If the government’s eco- 
nomic advisers prevail, the 
seventh five-year plan, begin- 
ning in 1992, is likely to stress 
"more cautious" economic 
growth, place greater emphasis 
addressing glarin g income 
di stribu t i on disparities, and on 
conservation, where an 


increasingly vociferous lobby 
is ctomamttwg drastic action to 
reduce pollution, reverse mas- 
sive deforestation, and protect 
the co untry ’s reiu-nre! ha ^i»p> 
and environment. 

From a foreign investment 
perspect i ve, Thailand remains 
an attractive option. The grad- 
ual reduction of import tariffs, 
financial liberalisation — 
fadniting tha recent abo ttHoo 
of controls — 

government's determination to 
mohflfee private capital to help 
solve some of the country’s 
worst infra s tr u ct ur e problems, 
all suggest that foreign fixed 
investment, if not portfolio 
investment In the short-term, 
will continue to grow. 

Thailand’s perceived politi- 
cal stability undoubtedly 
played a major part in attract- 
ing the foreign capital Thai- 
land ha« needed to modernise 
its economy. 

Here, too, Thailand is fortu- 
nate in having the three solid 
pillars of religion, nation and 
monarchy. Its deeply 
entrenched Buddhist culture in 
particular stresses avoidance 
of extremes, and ad v oca t es a 
"middle way" consensus. 

Thus, despite frequent poSti- 
cal bick ering, allegations of 
corruption and an xxneasy alli- 
ance with the military - 


which has seen its political 
power gradually wane - the 

business of grtva r m ugn*’ r un by 
a powerful, if badly paid civil 
service, goes on. 

Nevertheless, the nine-party 
coalition government lad by 
Gen. Choonhavan 

and his Chart Thai party has 
perhaps never looked more 
shaky. Gen Chatichai, who was 
elected in 1988, Thailand’s first 
decked prime minister for 12 
years, has managed to hang cm 
to power by reshuffling his 
cabinet with increasing fre- 
quency. But catch-phrase 

“no problem" answer to diffi- 
cult questions has begun to 
Sound ny3‘nn«Hng ) y hollow. 

Political tensions 

One reason may be the defec- 
tum of Gen. Chavolit Yongchai- 
yudh who quit Us cabinet post 
as dgfawrg minister to set up 
the New Hope Party with 
strong military hairing 

His move co-incided with 
several well-publicised disputes 
between senior military offi- 
cers and some of Chatichafa 
more outspoken ministers 
which have heightened ten- 
sion. 

Despite this, most political 
observers expect the Chatichai 
government to. survive. 


although they do not dfomt** 
speculation that the prime 
minister might call an early 
snap general election next 
year, before Us full term is up, 
if he feels the timing is right 

In foreign policy, too. the 
prime minister still has to 
resolve some long-standing 
problems if Thailand is to 
achieve his ambitirm of becom- 
ing a pivotal trading centre for 

an fndftf-tiiwa 

Progress towards peace In 
Cambodia bag proved painfully 
slow, despite & agreed inter- 
national framework for talks. 

Similarly with Burma, Thai- 
land’s commercial consider- 
ations, particularly logging 

ww»f«aa‘nni> have m«»nt Itoit 

Bangkok has remained on 
friwndly to u> < with ruling 
State Law and Order Restora- 
tion Council (Slorc), while the 

hnwian righto abuses of SlOTC 

and its refusal to hand over 
power to the National League 
for Democracy - which 
recorded a landslide election 
victory in Burma in May - 
has resulted in widespread 
international wwHwnroitifin. 

Nevertheless, the prospect of 
eventual peace in Cambodia 
and the gradual opening up of 
Vie tnam and Laos bag once 
again raised Thailand’s hopes 
that resource-rich Indo c hina 


Real GDP comparisons 



A roller-coaster ride for 
stock exchange Investors 
— see page 3. 
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■ THAILAND’S prime 
minister. General 
Chatichai Choonhavan, 
(pi cture d right). 

■ LEFT: contrasting views 
— a floating market at 
Damnoen Seduak and the 
opulent Amrtn Plaza 
shopping centre, Bangkok. 


could help fuel the second 
stem of Thailand’s industrial 
development which will 
involve greater industrial inte- 
gration and "a step up the 
technology ladder”. 

To make this crucial second 
stage leap, Thailand not only 
ba« to sort out some challeng- 
ing foreign policy dilemmas, 
but will also have to address 
some serious domestic eco- 
nomic and social problems - 
Including a rapidly emerging 
shortage of engineers, accoun- 
tants and skilled workers. 

In addition, Thailand 's “eco- 
nomic miracle" is almost exclu- 
sively centred on the capital 
Bangkok. The city has an offi- 
cial population of 6m. but prob- 
ably now totals around 8m, 
and accounts for perhaps 50 
per cent of the country’s GNP. 

Talk of "Nic status” means 
little to the vast majority of 
Thailand’s rural and mostly 
poor formers, many of whom 
live in the northeast Over 60 
per cent of Thailand’s workers 
are classified as formers and 
their share of the nation’s 
wealth has continued to 
decline. Attempts to broaden 
the industrial base through 
graduated zoning incentives 
have had only limited success 
- the major exception being 
the huge petrochemical and 



industrial complex being con- 
structed at MaTa Pnd on Thai- 
land’s Eastern seaboard where 
both Shell and Caltex have 
recently won approval to build 
and operate two huge new refi- 
neries. 

Such diversification is 
Important for another reason - 
Bangkok and Its immediate 
environs is literally choking to 
death. Pollution levels in the 
city are up to three times inter- 
nationally recognised safe lim- 
its and the capital’s notorious 
traffic jams are estimated to be 
costing up to 10 per cent of the 
metropolitan region’s potential 
GNP. Bangkok's port, Klong 
Toey, is overcrowded and the 
telephone system is totally 
overloaded. 

These infrastructure prob- 
lems were probably inevitable, 
given Thailand's recent rapid 
growth, which was needed to 
lift it out of a mid-1960s slump. 
As Mr Stapom Kavitanon. dep- 
uty secretary-general of the 
Board of Investment, says: "If 
the patient has a high tempera- 
ture, you put them in a cold 
b«th. You deal with pneumonia 
later." 

Tmttqad of pumping billions 
of taxpayers’ or borrowed baht 
into major infrastructure pro- 
jects to cure the “pneumonia,” 
the Thai government has 
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instead invited the private sec- 
tor to undertake them. 

Among these major projects, 
Hopewell Holdings of Hong 
Koog has signed a BObn baht 
contract to build an 60km ele- 
vated rail and road system in 
Bangkok: Canada's Lavalin 
group has won a 42bn baht 
contract to build a Skytratn 
light rail mass transit sys t em , 
and private sector bidders are 
vying for tho right to build and 
operate container terminals at 
the new Laem Chabang 
deep-sea port. 

Meanwhile, a Joint venture 
partnership comprising the 
Charoen Fokhpand agro-indus- 
trial group and British Tele- 
com has won a 150bn baht con- 
tract to provide 3m new 
telephone lines, more than 
rffinhUrig misting capacity. 

Inevitably, given Thai poli- 
tics. many of these projects 
have been delayed, are behind 
schedule or may never be com- 
pleted. But they are crudal to 
the nation's longer term aspi- 
rations. The Thai economy 
could still be blown off course 
by a prolonged world economic 
downturn, or by unexpected 
domestic upheavals in a coun- 
try where democratic tradi- 
tions, along with the industr- 
ialisation process, are still in 
their infancy. 
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Government and military are preoccupied with power struggles 


High political wrangling 


WHEN, on November 22, 
General Chatichai Choonhavan 
failed to resign as prime minis- 
ter of Thailand, he said that 
false rumours that he would do 
so - spread by the media - 
were far more worrying than 
economic problems arising 
from the Gulf crisis. 

The previous day, when he 
flew for an audience with King 
Bhumibol Adulyadej, most 
observers had been convinced 
that the prime minister was 
seriously considering quitting, 
if only to strengthen fails hand 
in his tussle with the military. 
But Gen. Chatichai did not 
resign and immediately critic- 
ised the rumour-mongers. 

Some economists nave been 
complaining, however, that the 
government and the military 
have been so preoccupied with 


tension was guaranteed to lead 
to a change of government. If 
not an outright military take- 
over. But some of the bitter- 
ness seen in the past few 
months may express the frus- 
tration of commanding officers 
having to face reality. 

They were raised to believe 
that they were uniquely quali- 
fied and entitled to rule. Now 
that assumption Is being 
openly questioned, and by poli- 
ticians whose legitimacy is 
backed by votes - even if 
many of those votes were 
bought 

Nothing is certain, however. 


lanonda, decided to Quit, and 
Gen. Chatichai was appointed. 

Few thought he would last 
more than three months. But 
he confounded the sceptics and 
has gradually developed a 
siege mentality style of govern- 
ment. 

Amid continual bickering 
and jostling for the prime cabi- 
net positions, within and 
among the six coalition parties 
(increased in August to seven), 
the Prime Minister has come to 
trust only his closest policy 
advisers, including his son, Mr 
Kraisak Chonhavan. This has 
meant cutting himupy off from 
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that decisions - necessary to 
keep the economy on a sound 
footing - are not being made. 
As early as August, 1988, when 
Gen. Chatichai became the 
first elected politician to be 
appointed prime minister in 12 
years, his government’s ability 
to manage the economy was 
being questioned. 

The concern is warranted, 
particularly when it comes to 
decisions on large infrastruc- 
ture contracts. But, the con- 
cern can also be exaggerated, 
since the Thai economy has 
rarely suffered long-run dam- 
age from political bickering. 

The bureaucracy still exer- 
cises a considerable faifluaniw 
over economic policy, despite 
the gradual shift in power to 
elected politicians that has 
been taking place since the late 
1970s; and the private sector is 
largely given a free rein. 

These features were re-in- 
forced in August this year, 
when a technocrat and a for- 
mer businessman, both non- 
elected and with dean reputa- 
tions, were appointed to head 
the commerce and finance min- 
istries. 

It could even be that the ten- 
sion between the military, who 
have not staged a successful 
coup d'etat since 1980. and the 
elected politicians stems from 
a decline in the influence of 
the armed forces. An impor- 
tant factor in this has been 
Thailand’s economic growth 
and the ascendancy of a mod- 
ern business class. 

In previous decades, such 
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Street market stalls In Bangkok: decisions necessary to 
keep the economy on a sound basis are not being made, 
due to political epeadation, claim observers. 


Gen. Chatichai could still 
resign in the not-too-distant 
future and the military try to 
take power. 

But if the 68-year-old retired 
general and former diplomat 
has proved his ability to sur- 
vive. He has also shown that 
an elected prime minister in 
Thailan d can strive for states- 
manship and try to c urb the 
less honourable excesses of 
some of his own party leaders. 

Gen. Chatichai's 28-months* 
premiership has been littered 
with shattered predictions 
since his own denial that he 
would be prime minister, 
immediately after his Chat 
Thai Party won the largest 
number of snats in the July, 
1988, general election. The 
incumbent, Gen. Pram Tlnsu- 


the main factious in htn own 
party, and trying to balance 
the various interests whose 
loyalty he no longer com- 
mands. 

Eventually, most important 
policy decisions, and some key 
appointments, have either been 
screened by or have come 
directly from the advisers, 
sometimes without even con- 
sulting the ministers or offi- 
cials concerned. 

This has allowed Gen. Chati- 
chai to ensure that some ratio- 
nal policies emerge; but it has 
also alienated much of the 
bureaucracy and several minis- 
ters, notably Air Chief Marshal 
Siddhi Savetslla, who, in 
August, saw no point in con- 
tinuing after ten years as For- 
eign Minister 
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After the Cabinet reshuffle 
in August, experts said calm 
would descend until Parlia- 
ment was reconvened early 
next year. True to form, within 
hours they were proved wrong. 

The immediate cause was a 
continuing quarrel b e twe en a 
brash young former police offi- 
cer called Chalerm Yoobam- 
rung, whose tiny party had 
been invited to join Gen Chati- 
chai's coaliti o n in 1988 so that 
Police Capt Chalerm could act 
as the Government’s guard- 
dog. 
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at the opportunity, pmrHfltng 
both bark and bite. In parlia- 
ment, Ms populist rhetoric was 
unleashed against the opposi- 
tion. 

Outside, he used his own 
small police task force to raid 
influential opponents, includ- 
ing arms gwMigg fqrn in sensi- 
tive border areas supposed to 
be under military control. 
Sometimes, his attacks were 
directed at key members of tiie 
government who might have 
become over-ambitious in Gen 
Chatichai's eyes, but never 
against the prime minister 

hiwifiwTf- 

His portfolio included 
responsibility for the Mass 
Communications Organisation 
at Thailand, whose two televi- 
sion nhannriii frequently car- 
ried his own lengthy press con- 
ferences. He sometimes used 
the two channels to counter 
the army’s TV and radio sta- 
tions, but he also placed 
greater em pharig on coverage 
of the opinions of government 
and opposition MBs, reinforc- 
ing the legitimacy of the 
elected, representatives. 

Three reasons have been 
suggested for Police Capt. 
Chalerm’s quarrel with the 
military; 

• A natural antagonism 
between elected politidins and 

tHo military; 

• Ms own earlier associations 
with a younger group of offi- 
cers known as the Young 
Turks, who, ten years ago, 
were influential in making 
Gen. Prem prime minis ter, but 
are now much less powerful 
and at odds with the top com- 
manders; 

• Gen. Chatichai’s increasing 
worries about the political 
aspirations of the former army 
commander, Gen. Chavalit 
Yongdtaiyudh, who retired 
early at the beginning of the 
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year to set up a new party and 
seek election. 

Police Capt. Chalerm count- 
ered the military's complaints 
of corruption in the Chatichai 
Government with accusations 
that the armed forces them- 
selves were not too clean. 

In early November, the top 
brass told Gen. Chatichai that 
Police Capt. Chalerm would 
hove to go. They also appar- 
ently insisted that the power- 
ful secretaries general of the 
Chat Thai and Social Action 
Parties, who had been involved 
in controversial decisions con- 
cerning in fr as tru c tu re con- 
tracts, be promoted to largely 
ceremonial posts as deputy 
prime ministers. 

Gen. Chatichai appeared to 
yield, at least as fhr as sacking 
Police Capt. Chalerm was con- 
cerned, even though the 
changes frn pitad serious party 
political problems for the 
Prime Minister . 

Academics and MPs from 
both sides of the House of Rep- 
resentatives were seen daily, 
even on army TV, criticising 
the military for Interfering 


with the elected government 
The legitimacy of the military 
pressure was under severe 


But when it was announced 
on November 22, the reshuffle 
only demoted Chalerm. He 
stayed in the Cabinet The mil- 
itary ware clearly dissatisfied, 
but could do nnthing ; immedi- 
ately at least 

They could still try to use 
force. But increasingly their 
best chances of reaching politi- 
cal power seemed to be by 
resigning and running for elec- 
tion. That is the alternative 
chosen by several officers. 
Including Gen. Chavalit who 
has a number of supporters in 
key command positions In the 
army but may not have had 
enough time yet to build up his 
New Aspirations Party. 

Timing — and Gen. Chavil- 
ifs amhitinw and str a tegy - 
may be key determinants of 
what happens in the next few 
months, as the ChaHnhal Gov- 
ernment’s four-year term 
draws to an end. 
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THAILAND 3 


Lower growth forecasts for a booming economy 


A chance to cool off 


CRAWLING along the 
optimistically-named "express- 
Witty" from Dan Mrarog nrtwnfl. 
tianal airport towards the cen- 
tre at sprawling Bangkok, it is 
easy to : understaiMi why Thai, 
land’s central bank noted in a 
recent publication: “Thailand 
is now changing so rapidly 
that apparently conflicting 
impressions seem difficult to 
reconcgft Certainty, the econ- 
omy Is difficult to categorise." 
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Iraq’s invasion of Kuwait, ana- 
lysts have been downgrading 
their growth projections. Alter 
two y ears of dotddedigft eco- 

is likely ^to^be betwee^etebi 
and 10 par cent this year and 
most analysts expect it to stow 
further to perhaps seven or 
eight per iynt yean. 

Despite this, Thailand wffl 
atQl remain one of file fastest 


policy mak ers neat year and 
whan the country’s five 
year economic plan is nnvefied 
in October. While there are 
those in Government who 
might he tempted to risk for* 
ther Inflationary pressure in 
order to maintain politically 
popular high growth rates - 
with the Inherent risk of a 
“hard landing" later — wn«t 
analysts believe that those 
senior government economic 
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gest sport market accounting 
for about a fifth of the coun- 
try’s szflhn exports last year. 

However, imports, particu- 
larly of the cap it al goods said 
raw materials needed by Thai- 
land’s new industries, remain 
strong totalling $2<L9bn last 
year. 

Between 1986 and 1989, 
imports grew at an annual rate 
of about 40 per cent and, 
although growth is expected to 
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BANKING AND FINANCE 


To earth with a bump 


IT HAS been a roller coaster 
ride for investors on the Stock 
Exchange of Thailand this 
year. After peaking at 1,148 
towards the end of July the 
already overheated SET index 

plunged by mom than 40 per 
<ynt in the wake of Iraq’s invtt- 

sionerf Kuwait and haabeenln 

the doldrums ever since. 

Daily SET share volume has 
been averaging between lJbn 
baht and 2bn baht In recent 
months compared to over 4bn 
baht at the height of the bull 
market Most market analysts 
see little prospect of an early 
pick-up in. either volume or 


While the collapse in the 
index partly reflects concerns 
about ♦!** M id d l e i&Hrf it »i«^ 
highlights more fundamental 
factors including domestic 
political uncertainties, slowing 
economic growth, lower corpo- 
rate earnings projections and 
C tm Cftni about W norg l ng hrflo. 


Indeed even before the Mid- 
die East crisis iwp" , the SETT 

Had slgnatted its m newn flhmrt 

aggressive speculative stock 
buying through raising wmr gin 
requirements, posting warning 
“designated securities" notices 
and some tough speeches by Dr 
blar ney Phadocmgsldhi, the 
SET president. 

fc the longer term, it is argu- 
able that knocking the specula- 
tive wind out of the Thai capi- 
tal m ark et s will prove to have 
been a positive development. 
For one thing, it has also 
tq remind hwMt n w Hurt 
the SET is still a young, fast 
growing but highly volatile 
market where the rewards, and 
the risks, can he large. 

Equally importantly, the 
Thai financial markets and 
system are in the midst of iar 
reaching changes designed 


both to service a rapidly 
expanding and nmttaUhmffw 
domestic industrial base, but 
also to position Bangkok as a 
re gional In »f n a H <yMl flnanHwl 
centre. 

To achie ve these goals wifi 

require further changes to the 
baavfly protected Thai banking 
system and a substantial 
u pgrading of the mar- 

kets together with a set of 
financial liberalisation mea- 
sures which have already 

t l U gUIL 

In the securities industry, 
competition will be improved 
bv a further in cw ** *? In the 
number of SET seats from 35 to 
40. Nineteen companies, six of 
them with foreign Joint ven- 
ture or management partners, 
are bidding for the fivenew 
seats which, despite current 
market conditions, are expec- 
ted to more thaw inniq 
baht each at auction, an invest- 
ment which bidden say would 
soo n be r ecovered thanks to 
the SET's 0£ per cent fixed 

wwimfadtm« 

Beginning this month the 
SET is introducing a computer- 
ised trading and back office 
system, bought at a cost of 
|isn.a^ n from Chicago’s Mid- 
west Exchange, with full 
implementation set for April 
next year. 

Among its major benefits, 
says iMsratarsey BenJapolchai, 
the SET’s manager of develop- 
ment »nd planning , it will 
enable the three-day settle- 
ment period to be fully imple- 

^ jitip ttyCTi pfpriwir y 

cut costs. Trading hours, cup- 
renfiy from 9L30 to lLaOem. are 
also likely to be extended to 
four hours a day. 

Reporting r e q u ir ements and 
regulation of file Industry Is 
Hofri g rt gtitmgd «wd there are 
long delayed plans for a stock 
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exchange commission to help 
improve investor p rotect ion. 
At the same time, the SET has 
set ambitious targets for 
growth. By 1995 the exchange 
hopes to almost double the 
number of listed companies to 
400. 

Tight money market condi- 
tions and an upward trend in 
interest rates should help 
make the SET an attractive 
fund raising option lor fast 
growing domestic companies 
while the g o ve r n ment’s privati- 
sation programme, which has 
already seen Krug Thai Bank 
and North East Products 
brought to market, is likely to 
include Thai Airways Interna- 
tional , the Electricity Generat- 
ing Authority of Thailand, 

Mergers should 
continue to benefit 
the economy 

Thai Oil and the Port Author- 
ity of Thailand. 

At the same time, the SET Is 
trying to broaden share owners 
ship. Currently it estimates 
that there are around 400JX10 
private investors although this 
number is disputed by some 
who claim double counting 
exaggerates the figure. 

Foreign investors, mainly 
institutions, are also being 
enco ur aged through measures 
Hke the recent liberalisation of 
foreign exchange controls and 
a mooted change in the law 
which would remove the 
Mutual Fund Company’s 

domestic monopoly on manage- 
ment of Investment funds. 

Foreign investment in the 
SET totalled i&9 per cent or 
97.Sbn baht at the end of 1989 
and. while net portfolio Invest- 
ment was probably zero in the 
third quarter, the underlying 
level of interest in the Thai 
market is indicated by the 
growing number of foreign 
securities firms. 19 at the end 
of 1989 mid probably closer to 
30 now, which have set up 
Bangkok re pre sentati ve offices 
to undertake research work for 
overseas clients. 

The SET is also likely to 
move cautiously towards the 
introduction of instruments 
such as swaps and options. 

althoug h Dr Maruey stresses 
that it mil be a “step by step* 
approach because "our market 


is young and our in ve sto rs are 
not that sophisticated, they 
need education first”. In the 
banking sector, too. changes 
are underway. In the wake of a 
serious crisis in 196486, which 
saw several banks become 
insolvent, the Central Bank 
has imposed tighter supervi- 
sion and more stringent ca p i t al 
requirements. Now competi- 
tion is growing as a result c£ 
the introduction of electronic 
banking and new competition 
from foreign commercial and 
investment banks and bob- 
banks like department stores, 
which have begun issuing 
credit cards, and the country’s 
94 finance companies. 

At the same time, the Cen- 
tral n»nfc is moving cautiously 
towards deregulating Interest 
rates, one of s series of mea- 
sures designed to improve the 
country’s financial Infrastruc- 
ture. 

At the moment, the majority 
of Thai banks axe privately 
owned. "In future, banks will 
have to be prepared for yet 
Keener and more sop h is tic a t ed 
types of competition from both 
local and overseas financial 
Institutions," says the Thai 
Bankers Association, 

Bank earnings have been 
buoyed by rapid credit expan- 
sion but “margins, firming 
slightly in I960, may weaken In 
1991 as loan growth Is expected 
to slow* said Baring Sec uri t ie s 
in a recent report. To effort 
this the Thai banks are efiverat 
fying into non-interest income 
areas. 

Nevertheless greater compe- 
tition, particularly from the 
finance and securities compa- 
nies which derive moat of their 
funds from local promissory 
notes, and the gradual loosen- 
ing of founding families’ grip 
over some ol the privately 
owned banks, could result In 
mergers, or even takeover-bat- 
tles within the Thai hanlring 
sector. 

Like the Thai stock market 
crash, some of these changes 
may be painful. But they are 
probably essential If Bai^fa* 
is to achieve its aim of catch- 
ing up with Hong Kong and 
Singapore and seriously chal- 
lenging them for the right to 
become a regional financial 
and trade hub at the gateway 
to Indo-Ghina. 

Pam Taylor 
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’In Thailand, The Government Has Four Principles In 
Implementing Economic Policies. These Are Free 
Trade, Fair Competition, Freedom From Government 
Intervention And Reduction Of Unnecessary Regulations.' 

f ni«n*ivr * Fyywvwrric Dmctkm In 1991V A Seminar Organised By The Thammasat Economic Association, Bangkok, November 22, 1990.) 
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PROFILE: Virabongsa Ramangkura, 
finance minister 

Doctor with a 


PROFILE: Vifit Supinit, governor of the 
Bank ot Thailand 

An insider 
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THE APPOINTMENT Of Dr 
Virabongsa Ramangkura, a for* 
mer university professor, as 
finance minister in August, 
was a clear attempt by the 
Thai prime minister, Gen Cha- 
tlchai Choonhavan, to pat eco- 
nomic policy on a sounder foot- 
ing. 

Gen Chatichai’s own reputa- 
tion may depend on the move 
since his success or failure as 
prime minister may be mea- 
sured by his ability to prevent 
Thailand’s economic growth 
from being disrupted by the 
poli tical tr oubles that plague 
his government 
But politics could be his 
undoing. The mpdtHnp Dr vir- 
abongsa is likely to prescribe 
against higher oil prices and 
declining world trade is not 

Dr Virabongsa was 
probably chosen more 
for his reputation as 
one of Thailand’s most 
able professional 
economists than for 
his monetarist beliefs 

likely to bo pleasant 
M o re o ver, the new minister 
is not an MP (under the const! 

tntion only the prime minis- 
ter is the only cabinet member 
who has to be one). And he 
lacks a political powerbase. 

This could lead to problems. 
Dr Virabongsa was probably 
chosen more for his reputation 
as one of Thailand’s most com- 
petent professional economists 
than for his monetarist beliefs. 
Nevertheless, his emphasis on 
fiscal caution follows a long 
Thai tradition. 

He may have difficulty per- 
suading elected politicians and 
the public that curbing infla- 
tion and avoiding hafamw of 
payments and debt problems 
must be the priorities if eco- 
nomic expansion and improved 
income distribution are to be 
achieved. Same elected pofifi- 
dans would prefer to ^whinn 
the impact of higher oil costs 
through tax cuts or subsidies. 
Dr Virabongsa believes that 
would only worsen inflation. 

On November 28, after three 
months of uncharacteristic 
quiet. Dr Virabongsa 


flnnnnn ffld aw nnnanaTly large 

25 per cent increase in the 
legal celling on loan interest 
rates. 

The actual rates do not need 
to rise to the maximum 19 per 
cent, but the money market 
ha« tightened during Gulf 
crisis and therefore the rates 
could approach the limit. 

The initial response from 
business has been dismay. The 
political test for Dr Virabongsa 
is whether public opinion, 
which has learned to accept 
the economic rationale for 
higher retail oil prices, .can 
also tolerate the higher cost of 
borrowing. 

Despite his academic back- 
ground, Dr Virabongsa, 47, is 
not new to political contro- 
versy. He was one of the princi- 
pal economic advisers of the i 
former prime minister, Gen i 
Prem Tmsu lan onda, and dur- : 
ing the mild recession of 
1985-86 argued vigorously in 
cabinet against heavy govern- 
ment borrowing for large 
development projects. 

In his doctorate thesis, com- 
pleted in 1972 at the University 
of Pennsylvania, he argued 
that the Keynesian theories of 
his supervisor, Nobel-prize- win- j 
ner Lawrence Klein, were Inap- 
propriate for a small open 
economy such as Thailand's. 
His econometric model of the 
Thai economy was monetarist, 
and Prof Klein accepted ft. 

While teaching at Bangkok's 
Chulalongkom University in 
the early 1980s, Dr Virabongsa 
helped build thp national plan- 
ning agency's computer modal 
for the economy. 

In 1985, he was appointed 
macroeconomic programme 
director of the independent 
Thailand Development 
Research Institute. 

Earlier this year, he agreed 
to work on an Asian Develop- 
ment Bank consultancy in 
Laos. But he was recalled to 
Bangkok when the reshuffle 
was announced. 

His close relations with 
senior Rank of Thailand offi- 
cials are likely to mean 
improved coordination of mon- 
etary and fiscal policies, as the 
raising of interest rate 
has shown. 

Peter Ungphakom 


MR VIJIT SUPINIT'S 
appointment as governor of 
ttie Bank of Thailand in Sep- 
tember heralded further 
improved relations between 
the central bank and the 
finance ministry. 

Like the finance minister. 
Dr Virabongsa Ramangkura, 
who was primarily responsi- 
ble for his selection, Mr Vljit 
believes that maintaining eco- 
nomic stability, primarily 
through monetary and fiscal 
discipline, should take prece- 
dence if growth and Income 
distribution are to be 
achieved in the long term. 

His appointment ends a 
sequence of unusually heated 
events at the Bank of Thai- 
land, which is normally one of 
the most competent and pro- 

Further liberalisation 
of the banking sector 
is expected in the 
coming months 

fessional government agen- 
cies. Trouble came to a head 
late last year when the infla- 
tion rate crept towards 8 per 
cent. The central bankers 
wanted to allow interest rates 
to rise In order to put a brake 
on bank lending that was con- 
tributing to economic over- 
heating. 

The finance minister, Mr 
Pramua! Sabhavasu, staked 
his reputation on protecting 
housing loan borrowers and 
small businesses against 
higher interest rate costs. 

He rejected arguments that 
the small borrowers would 
face rationing if interest rates 
were prevented from rising. 

Discontent in the central 
bank was not only about Mr 
Pramual’8 rejection of their 
policy. In January, a group of 
ten officials, comprising assis- 
tant governors such as Mr 
Vijit and department heads, 
went to see the governor, Mr 
Kamchom Sathirakul. 

They pleaded with Mm to 
take a firmer stand against 
the minister. Mr Kamchom 
preferred gender persuasion. 
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Ironically, the group's 
moves began to see fruit 
when, in March, the finance 
minister sacked Mr Kamchom 
and appointed in his place the 
deputy governor, Mr Chavalit 
Thanachanan. who had six 
months left before mandatory 
retirement Mr Vijit became 
one of two deputy governors. 

The finance minister was 
more co-operative with the 
new governor, but the prime 
minister, Gen Chatichal 
Choonhavan. and his advisers 
were still dissatisfied. 

In August, the cabinet was 
reshuffled, an unhappy Mr 
Pramual was kicked upstairs 
to become deputy prime min- 
ister, Dr Virabongsa became 
finance minister, and a month 
later he put Mr Vijit in charge 
of the central bank. 

Increases In interest rates, 
announced on November 23, 
are the first clear outcome of 
the new partnership. The 
decision is said to have been 
made without consulting the 
prime minister. 

Mr Vijit is only the third 
governor to be appointed 
from within the bank. At 49, 
he could become one of the 
longest serving governors 
before being required to retire 
at 60, but there is now 
increasing talk of fixed terms 
for the postln the 1960s, he 
won a central bank scholar- 
ship to study economics in 
Britain's Manchester Univer- 
sity and he later received a 
master's degree in the US. 

Mr Vljlfs early years at the 
Bank of Thailand were at the 
Economic Research Depart- 
ment where he later became 
director. He has also been in 
charge of banking policy. 

In the coming months he is 
likely to introduce further lib- 
eralisation of the banking sec- 
tor, including additional relax- 
ation on foreign exchange 
controls, and new rules on 
bank capital adequacy. 

He is also likely to host the 
Work! Bank-1 MF annual meet- 
ings in Bangkok hi Septem- 
ber. 1991. 

Pelor Ungphakom 
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FOREIGN TRADE 


Staple exports squeezed 


WHEN Thai trade officials 
recently submitted proposals 
for Thailand ’s ne g o tiating posi- 
tion in the Uruguay Bn»nii of 
trade faiTim to *hp Cabinet, a 
senior Minister responded: “Go 
ahead. Just do anything that 
wIU increase exports.” 

Attracting foreign invest- 
ment and promoting exports 
have become obsessions for 
many government leaders. The 
reasons are obvious. Both have 
been important contributors to 
Thailand’s recent economic 
growth, and, even in this 
slower year, exports are expec- 
ted to have expanded by 
another 18 per cent to reach at 
laaat fil Ihn hah* ($24bn). 

But officials responsible for 
trade realise that Thailand's 
maturing economy brings with 
ft new obligations if the coun- 
try is to continue to benefit 
from export markets. And in 
npo im portant issue, the Thai 
Government has cited interna- 
tional rules to justify taking 

potentially im pop ular antfnn — 

lifting its ban on cigarette 
imports. 

What does concern the offi- 
cials is to make sure protec- 
tionists in the industrial 

waHnna ranUaa that, dgg nftg its 

recent promise, Thailand is 
stm gone far behind the four 
Asian newly industrialising 
awmnmteg and is certainly not 
to be confused with Taiwan. 

In Thai eyes, the office of tbe 
US T rade Representative 
(USTR) does not appear to 
have got the message. The 
USTR has threatened trade 
sanctions against Thailand on 
a number of Issues in response 
to private sector complaints of 
imftrir trade practices, partlCU* 
lady related to music and vid- 
eotape piracy and to the lade of 


patent protection for new phar- 
maceutical inventions. 

T hailand is stOl OH a “watch 
list” of countries under threat 
of retaliation if they do not 
behave. Pleading the needs of 
development does not seem to 
carry weight with Washing- 
ton's trade lawyers, Thais com- 
plain. 

And friction between the two 
r/wwfTHwi continues in a num- 
ber of unresolved disputes, 
fridiidfaig us attempts to curb 
shi pments of Thai textiles and 


ri alms that the US is becoming 
more protectionist. The US is 
Thailand’s largest export mar- 
ket 

The true picture is more 
complicated. Thai Industry 
could actually be benefiting in 
the short term from protection- 
ism. Opinion is divided in the 
textiles and garment indus- 
tries, for example, over 
whether quotas protect Thai 
exports from competition from 
more advanced nations, such 
as South Korea, and from 


Lifting the ban on American cigarettes became 
a challenge to Thai national sentiment 

garments, and deadlock in lower wage countries, su ch as 
negotiations over airline China and Bangladesh. (The 
between the two coun- industry is now generally In 
tries. favour of phasing out quotas.) 

Nevertheless, the export fig- And part of the increased 
ures appear to support US investment for export is l ikely 
denials that protectionism pre- to be the result of manufectur- 
vails. This year’s export expan- ers shifting production away 
stop has been achieved despite from Japan, South Korea and 
a dwriftw* in *ai las of some of other countries which have 
Thailand's basic products, agreed to ttxnit their sales to 
There was nttia hope that last the industrial West, or have 
year’s 6m tonnes of rice beat targeted for antidumping 
flgpnr t u could be nwtehtri, but actions. Steel pipes and Thai- 

S roductlon problems and assembled cars, particularly 
p clinlng prices for rubber, the Mitsubishi that are sold in 
tapioca and tin, as well as rice, Canada as Chryslers, are prime 
have slowed down the export suspects, 
earnings of Thailand's tradl- A frequently asked question 
ttonai products. is why, with the economy so 

Therefore, manufactured dominated by Japanese lnvest- 
products, led by textiles and ment, there is little resentment 
garments, have continued to against Japan. One reason is 
sell welL In the first half of the likely to be the economic 
year, textiles products expansion that has accompan- 
intreased their export earning s led the growth in foreign 
by almost 25 per cent, com- investment in general and has 
pared with the first half of increased Thailand's confi- 
1989. dence. Another is that US 

With those kinds of growth threats of protectionism could 
rates in manufactured exports, have redirected Thai resent- 
Americans to parHmiar reject ment away from the Japanese. 


The nationalistic indignation 
that has been aroused by such 
threats Is most vividly seen in 
the case of cigarettes: The Us 
complained to the General 
Agreement on Tariffs and 
Trade that Bangkok's cigarette 
import ban violated GATT. It 
also threatened sanctions. 

The Thai import ban was 
designed to protect the state- 
owned Thailand Tobacco 
Monopoly. But officially Thai- 
land argued, unsuccessfully, 
that the ban was needed for 
public health reasons. 

The Thai public saw all of 
this as bullying by the 
Americans and by GAIT. Sup- 
port mounted for an ailing 
anti-smoking campaign. Activ- 
ist doctors admitted that ini- 
tially they would have diffi- 
culty resisting .the 
sophisticated marketing of for- 
eign cigarettes, but welcomed 
the American action as having 
given a valuable, long-run 
boost to their campaign 
because the Government was 
persuaded to increase Its anti- 
smoking budget 

Significantly, the Govern- 
ment cited the internationally 
agreed rules of GAIT as justifi- 
cation for lifting the ban in 
October. The Thai public may 
know little about GATT, but 
Government officials increas- 
ingly see GATT’s disciplines as 
a of resisting unilateral 
action, such as the measures 
prescribed in tbe US Section 
301. 

That is why Thailand and 
the five other members of tbe 
Association of South East 
Asian Nations (ASEAN) have 
participated actively in the 
Uruguay Round of trade talks. 

Peter Ungphakorn 
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land of history and hospitality 

Here in the northeast of Thailand every day offers an adventure into the past Bronze 
Age excavations, ancient Khmer monuments and a folk culture unchanged 

by the passage of time. 



For more Information on EXOTIC THAILAND see your travel agent or fill in and mail this coupon to: 
Tourism Authority of Thailand. 49 Albemarle Street London WIX 3 FE, England U.K. 

Name: Address: 
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The automotive sector, 
which will produce 290,000 
vehicles worth 25bn baht tins 
year, typifies this group of 
manufacturing companies. 
Since 1973, when, the Thai gov- 
ernment introduced an import 
substitution policy, the indus- 
try has been heavily protected 
through import restrictions, 
prohibitively high import 


two begins 


IN COMMON with most Thais, 
Who generally dislike labels 
and shy away from the aggres- 
sive sounding ’"Oger" tag, Dr 
PhMt Pakhasem, head of Thai- 
land’s National EcoMnmfr and 
Social Development Board, pre- 
fers a term used fay. Japan's 
ex-foreign Minister Sahara 
Okfta to describe Thailand's 
recent rapid Industrialisation 

process. 

Mr Oktta called Thailand 
and Indonesia “the fiord wave 
of geese flying in the same fts> . 
motion" — behind Japan « nd 
the other Asian Newly Indus- 
trialised Countries (NIC’s). 

"Hger" or “goose”, the dra- 
matic changes imdwf way ttw 
Thai economy are evident from 
ana set of simple statistics. In 
1960, agriculture contributed 
39.8 per cent to Thailand’s 
GDP. By 1990, despite growth 
in the agricultural sector, its 
contribution is a modest H2 
per cent while iwmn fa c tu r i ng 
industry's share of GDP has 
grown from 12-5 per cent to 
25.2 per cent over the same 
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Three basic factors cacptohi. 
the surge in Thailand’s manu- 
facturing base, import substi- 
tution, comp e t itive advantage 
and an aggressive exportorlen- 
tated investment incentive pro- 
gramme. Although Thailand is 
now lowering some trade and 
tariff barriers, the country's 
average import tariff of 35.7 per 
cent ramam a high when com- 
pared with its Asean neigh- 
bours. These high, impost tar- 
iffs, particularly on rawrar r pMw 
durables, have resulted in a 
substan tial wav e of foreign 
investment, particularly Japa- 
nese, aimed at producing goods 
far domestic consumption. 

The leaders have been com- 
panies such as the Japanese 
electrical appliance manufac- 
turers, car makers and others 
who have set up assembly 
operations. Often these 
operations represent little 
more than “screwdriver" 
plants assembling imported 


duties, limits on series and 
models that can be produced 
and a ban on issuing new 

Tirgncsw to aBarnihlp^ 

These measures have 
worked to tft* ftvtywfr that Ifryy 

limited Imports but despite 
local content requirements 
they have not reduced the reli- 
ance of local assemblers <m for- 
eign auto companies, particu- 
larly the Japanese 

A second group of Thai man- 
ufacturing companies, which 
include those in the textiles 
and garme nts in dustry, elec- 
tronics fndTi**ry many in 
the food processing sector, 
have been estehHshed, mostly 
with Board of Investment privi- 
leges specifically to take 
advantage of Thailand's sub- 
stantial competitive advantage. 

While remain Thai- 

land's biggest manufactured 
export, the electronics Indus- 

Foreign companies 
will transfer only 
basic technology 


try, with exports this year of 
around 78bn baht, is catching 
UD fa”* Smw» 1987 alwrhvmlffa 

exports havB tripled in value. 
Mr Daniel Cloud, an industry 
analyst with W I Carr Thai- 
land, part Of the Wsmqrre Tnrirv 
suez Group, predicts that “elec- 
tronics will be Thailand's 
largest export industry five 
years from now*. He also 
believes that at least one of the 
fist growing Thai electronics 
companies will emerge as a 
world da— co m p etito r . 

The main reason for the 
sur ge in the Th aj elec tronics 
industry is competitive advan- 
tage. Thailand's labour costs 
are lower than any of its nutfar 
competitors and together with 
eamort privileges mean that the 
Thai electronics companies 
have roughly a 20 per cent cost 
advantage over their main 
competitors and can run very 
high margins, as high as 20-25 
per cent for integrated circuit 
assembler s. 

Many of the major Thai elec- 
tronics groups are the local off- 
shoots of big multinationals 
such as Toshiba, Sanyo and 
Mhiebea of Japan and Seagate 
of the US. 

In Business Review maga- 
zine's latest top 1^)00 company 
rankings, Seagate Thailand 


The second is a perceived 
reluctance of many foreign 
companies, particularly Japa- 
nese parents, to transfer more 
than basic technology. 

• Second, industry^ Hkely to 
become more geographically 
disbursed. Initially, industry 
has tended to gravitate 
towards Bangkok which has 
led to infra str uct ur e problems, 
pollution and naw B income 
distribution. 

Aside from market forces 
She the cost of land and labour 
availability, a new three zone 
system of graduated incentives 
introduced by the Board of 
Investment is designed to 
encourage greater geographic 
dispersal, particularly to the 
new petro-chemfcal and indus- 
trial wwmiw at w«p Ta Phut 
on Thailand's Eastern sea- 
board and potentially to the 
Southern Seaboard Develop- 
ment Project (which is still on 
tiie drawing bond). 

• Thirdly, industry will 
become more integrated. "We 
are grpgnaiiig into a subcon- 
tracting industry, a comp on ent 
industry with more depth," 
says Dr PHstt. 

Paul Taylor 



jumped into fifth place with 
revenues c£ almost I9.5bn baht 

The question of how Thai- 
land's n«ng fririu gtrkd 

turiag base will develop over 
the not decade is high on the 
agenda of the nation's eco- 
nomic planners. Several spe- 
cific trends are lifcaiy to 
enrage as Thailand moves to 
what Dr Pblslt terms “stage 
two” of its mdustrialisatiqn: 

• Pint, industry is Hkely to 
become less labour and more 
capital intensive as wages rise 
eroding compet i ti v e advantage 
«md in dustr y j^ gfng cffinMng 

the technology ladder, moving 
from simple assembly 
operations or basic mamtfac- 
tnring through intermediate 
Tnnw nfa rt.iir hi g towards more 
technology intensive and 
higher value added research 
imrf djevetoament- design test- 
ing and manufacturing of fin- 
ished products. 

Two factors could limit this 
process in the short term, how- 
ever. One Is the emergence of a 
shortage of *w g*n««n , techni- 
cians ami managers (which in 
tom reflects the relative lack 
of an aafahWafaid M g W educa- 
tion, training and research 
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Setbacks in agricultural output 

Rice fields hit by 
pests and climate 
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Crop disaster: a workar In a rlea paddy in central Thailand 
when* 80,000 farming temfUas have (oat crops due to an 
Invasion of small Insects known as the brown plant hopper. 

Industrial production 

12 month raffing average 
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AT THE beginning of the year, 
rice fanners all over central 
Thailand were enthnslasticly 
planting a new high-yield vari- 
ety first promoted throe years 
ago, called Suphan-60. But 
their enthusiasm was 
short-lived. 

Disaster struck in the form 
of a small insect known as the 
brown plant hopper. By 
August, one agricultural expert 
assessing the damage was pre- 
dicting gloomily: “I think 
we've seen the end of 
Supban-60 forever,” 

More than 60,000 fanning 
fitmfflw lost 800,000 tonnes of 
paddy - un milled rice - 
grown on 9m hectares, a cost 
of about 2£bn baht (llQQm). 
The plague was worst in Cen- 
tral Region provinces. The 
north east, increashudy becom- 
ing an Important rice-growing 
region, was spared. 

The brown hoppers were not 
the only setbacks far Thai agri- 
culture. A typhoon towards the 
end of last year, followed by 
drought in some southern 
provinces, and now storms and 
flooding in Central Thailand 
this October, have all added to 
production declines this year. 

The Agriculture Ministry 
estimates that the 1990/91 wfa 
rice crop, which Is harvested 
from December to February, is 
down 11 per cent on the previ- 
ous year at about lfim tonnes 
of paddy. Mafia production Is 
estimated down 17 per cent at 
tmnnpg, and CSSS&Va is 

down 1 per cent at 20.56m 

tonnwL 

Among the major oops, only 
sugar cane production appears 
to have increased, by an esti- 
mated 1 per cent to 34.01m 

ttmrwa 

The outlook for Thai farm- 
ers, who const i t ute two-thirds 
of the labour force, does not 
look good in a year when 
prices are also expected to 
weaken as world production 
continues to recover. And yet 
one of tiie problems, the plague 
of b rown, hoppers, could have 
been averted, 

Thai, some experts believe, 
is the difference between the 
climatic disasters and the 
insect plague. Thailand could 
have learnt from the lessons of 
other countries. Instead, a 
tragic combination of appar- 


ently-favourable factors were 
allowed to (to their worst 
Drought and other produc- 
tion problems in the mam rice 
growing regions ot the world in 
1967 and 1988 had cut supply, 
drained stocks in the US, India 
and elsewhere, and lifted 
prices. Farmers In Thailand, 
where production recovered 
early, enjoyed a rare period of 
three consecutive years of good 
prices without bad harvests. 

Last year, Thai exporters 
managed to ship out a massive 
6m tonnes of milled rice, 
almost three times as much as 
any other country and by far 
the largest amount from Thai- 
land ever In any single year. 
The good prices provided the 

Thailand may lose its 
place as the world’s 
top rice exporter 


farmers, particularly those 
who had access to water, with 
the capital to Invest in Improv- 
ing their production. 
Supban-60 was also now avail- 
able with its high yields. 

But the good fortune was not 
what it seemed. The problem 
with Suphan-60 was that the 
brown hoppers loved it Added 
to that, the high prices were 
encouraging farmers to plant 
Suphan-60 twice, three times a 
year. With such a continuous 
and plentiful supply of food, 
the Insects thrived. 

The use - or misuse - of 
pesticides only seemed to make 
matters worse. Research 
showed that in same locations 
only (me animal species was 
found in the rice fields: the 
hoppers. All possible natural 
predators had been killed. 

“That's terrifying," says Dr 
Ammar SI am walla, agricul- 
tural economist and president 
of the Thailand Development 
Research Institute. 

The problem was not new. 
When Indonesia Introduced a 
mirarJa variety of rice in the 
mid 1970s, a plague of brown 
hoppers developed there too. 
“We're not learning from their 
lesson,” Dr Ammar complains. 

The Agriculture Ministry is 
now rec ommending alternative 
varieties with greater resis- 


tance to the brown hoppers 
and urging farmers to give 
their land a rest. 

The problems with rice, and 
increasing competition from 
Vietnam, which exported two 
million tonnes last year, bare 
revived speculation that Thai- 
land might in the next decade 
cease to be the world’s largest 
rice exporter. 

The debate remains incon- 
clusive. but the outcome could 
be serious far the 20m or so 
Thais whose main source of 
income Is currently from rice. 
Many are already sending their 
children to school In search of 
other occupations, or pla ntin g 
crops. 

Industrial development is 
starting to drive agricultural 
wages up. Even In same higher 
value crops such as fruits, 
adjustments are being made. 
Orchard owners in the Eastern 
Region are cutting down on 
r&mbutan (a fruit with hairy 
skin and flesh, similar to 
lychces, often exported In tins) 
mid replanting with durian (a 
large fruit exported to other 
south-east Asian countries). 

In order to remain competi- 
tive. Thai rice will have to be 
produced more efficiently and 
prices will have to remain 
strong unless the government 
starts to subsidise seriously - 
a move that would contradict 
Thailand’s official stance as a 
member of the Calms Group of 
agricultural exporters negotia- 
ting liberalisation in the Uru- 
guay Round of Gatt talks. 

So ter, the expansion of Thai 
rice production has only been 
partly achieved through the 
Green Revolution, hence Thai- 
land’s experience with the hop- 
pers. Although the expansion 
of acreage at the expense of 
forests has largely been for cas- 
sava, sugar and maize, some 
land has been used for rice. 

The government has been 
criticised for fiddling with 
inadequate market interven- 
tion that foils to provide the 
desired support far fiinngate 
prices. Instead, critics say, the 
government should be concen- 
trating on improving agricul- 
tural technology, but not in a 
way that creates the kind of 
problem suffered this year. 
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dealing 
around 
Asia? 
Start at 

the hub. 
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pkHHjH business trip to Asia? it makes good business sense to focus on Bangkok. Thailand’s economy is booming And Bangkok’s unique geographical position at the 
of A it the perfect sf a^'ng- nff point h is akohome base for Thai International so we have more flights in and out of there than any other airline. - 

tf you’re wheeling and in Asia,flywith Thai -the best ariine around. Thai. Centuries-old traditions, innovative thinking. State-of-the-art technology. 










FOREIGN POLICY 


Cambodian conflict is 
a dominant issue 


IN AUGUST, Air Chief Marshal 
Siddhi Savetsila, resigned as 
Thailand's foreign minister. 
During his ten-year tenure, he 
had acquired the stature of an 
elder statesman in the south- 
east Asian diplomatic scene. 
But during the last two years, 
he served under the premier- 
ship of Gen Chatichai Choon- 
havan, a former diplomat, who 
wanted to make his own mark 
in international relations. 

Foreign policy, particularly 
over the Cambodian conflict, 
was increasingly determined 
by the prime minister’s advis- 
ers, who are much keener than 
the foreign ministry to deal 
with the Vietnamese-installed 
Phnom Penh government. 

This sometimes led to con- 
flicting gt gwaia from Bangkok 
and left Thailand’s diplomats 
with a difficult problem. 
Through foreign minister Sid- 
dhi they had proclaimed that 
they would leave International 
relations to Gen Chatichai and 
his advisers, underscoring the 
fact that Cambodia is the only 
international political issue of 
real interest to Bangkok. 
Instead, they themselves would 
concentrate on economic mat- 
ters, such as preserving Thai- 
land’ interests in export mar- 
kets. 

The choice of Dr Subin Pin- 
kayan as ACM Slddhi’s succes- 
sor seemed to re-inforce this 
situation. The new foreign 
minister had previously been 
In charge of the commerce 
ministry with responsibilities 
that included international 
trade negotiations. 

But this also hi ghlighted a 
problem for the foreign minis- 
try, whose expertise in eco- 
nomic affairs is Hmtteri. There 
is little chance of the com- 
merce ministry, which already 
handles trade negotiations and 
export promotion, handing 
over the tasks to the diplo- 
mats. 

Rather, Dr Subin’s appoint- 
ment seems to be designed to 
accommodate Gen Chatichai’s 
desire to stay in charge of for- 
eign policy. As he lacks a 
strong background in this 
field. Dr Subiu is more likely to 
yield to the prime minister’s 
desires. 

Dr Subin’s q nal Ifirfltirms are 
in civil engineering, and one of 


his first Initiatives has been to 
improve ties with Laos by pro- 
posing co-operation in the con- 
struction of hydro-electric 
dams - much of the electricity 
produced in Laos is exported to 
industrially more advanced 
Thailand. 

One of these projects would 
be a large and environmentally 
controversial dam on the 
Mekong river, which flows 
from Tibet and China, between 
Laos and Thailand, and 
through Cambodia and Viet- 
nam. 

Such a project would require 
settlement of conflict within 
the whole of Indo China (Laos, 
Vietnam Cambodia). 

The prime minister 
has sought to make 
a mark in International 
relations says 
PETER UNGPHAKORN 

It would be part erf a massive 
UN-sponsored development 
programme for the lower 
Mekong, which has been 
restricted to smaller projects 
within individual countries 
since the Vietnam war and 
Hanoi’s occupation of Cam- 
bodia. 

Even before the withdrawal 
of Vietnamese troops from 
Cambodia a year ago, and 
despite repeated breakdowns 
in attempts to negotiate a set- 
tlement, officials of the 
Mekong Committee have 
expressed optimism that the 
iazger-ecale programme can be 
revived In updated forms. 

However, the Cambodian 
ran flirt remains nnsettled, and 
Gen Chatichai’s advisers were 
blamed for making agreements 
even more elusive when the 
four warring Cambodian fac- 
tions attempted in Bangkok 
earlier this year to set up a 
peace-making Supreme 
National CoumaL 

The prime minister’s per- 
sonal desire to make his mark 
was not the only factor at play 
in the departure erf the foreign 
minister. ACM Siddhi and 
some of his staff in the foreign 
ministry h«d failed to kee p op 
with changing political forces. 
And this year, severe rifts 
unrelated to foreign policy 


developed within his own 
Social Action Party, one erf the 
main raalttlnn partners. SiririM 
1 resigned both as k^der of the 
party and as foreign minister. 

A former head of the 
National Security Council, Sid- 
dhi took over at the foreign 
ministry at a time of intense 
antagonism between Thailand 
and Vietnam over Hanoi’s 
occupation Of Cambodia. 

Although there were differ- 
ent shades of feeling about the 
issue among the six members 
of the Association of South 
East Asian Nations (ASEAN) 
— Brunei. Indonesia. Muiawiii 
the Philippines. Singapore and 
Thailand — opposition to the 
Vietnamese-installed Govern- 
ment in Phnom Penh remained 
the strongest reason for unity 

w ithin the gniuji. 

As Thailand prospered eco- 
nomically and Vietnam’s prob- 
lems increased, Thai confi- 
dence grew. When perestroika 
appeared in Hanoi, Thai busi- 
nessmen were keen to start 
trading with and investing in a 
potentially large new market. 

Before he retired early to 
enter politics a few months 
ago, even the former army 
commander, Gen Chavalit 
Yongchaiyndh, is said to have 
developed contacts with. Hanoi. 
Previously, the military had 
been the meet suspicions of 
Vietnam's motives. 

One of the ideas pnt forward 
by Gen Chavalit, who dearly 
hopes to become the next 
prime minister, is for an eco- 
nomically prosperous South 
East Asian peninsula that 
might swing the regional cen- 
tre of gravity away from other 
ASEAN countries and north- 
ward to Bangkok. 

Thailand's fellow members 
in ASEAN, who have also fre- 
quently wondered since Gen 
Chatichai took over what 
exactly Thailand's foreign pol- 
icy is, are not too keen on the 
idea. 

Critics who had accused 
ACM Siddhi of being out of 
date nevertheless praised him 
highly for having brought 
integrity and coherence to for- 
eign policy In a period when 
cabinet ministers appeared to 
be falling over each other in 
the scramble to achieve less 
scrupulous objectives. 
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Varied aspects of Thai IMe: a novice Buddhist monk (left) at the Dhammonglcol Temple, Phrahhanong, Bangkok; centre, a girl filiating fish fai Bangkok; right, at Kol 
Saraoi, on the Gulf of Thailand, where monkeys are trained by handlers to harvest coconuts 

Tourism boom starts to slow, writes Paul Taylor 

Frowns in ‘the land of smiles’ 


WITHIN the last decade. 
Thailand has engineered a phe- 
nomenal tourist boom turning 
itself into one of Asia's prime 
destinations, one of the “top 
ten” in the world, and, in the 
process, generating enviable 
economic results. 

Ten years ago, fewer than 
2m tourists a year visited “the 
land of smites.” Bat, by 1982, 
tourism overtaken textile 
exports as the country’s main 
foreign exchange earner and 
this year an estimated &37m 
visitors will visit Thailand - a 
12 per cent increase over 1989 
and more than double the 
number just five years ago. 

Tourist revenues this year 
win reach about llQbn baht, 
almost four times the 1985 total 
of 31.77bn baht Last year, the 
country's balance of interna- 


Visit Thailand's 
export showcase. 



Under the Ministry of Commerce, the 
Royal Government of Thailand, the 
Department of Export Promotion (DEP) 
was established with the aim 
of promoting Thai products in overseas 
markets and of assisting foreign buyers in 
. every possible way to conduct their 
business swiftly and efficiently. DEP's 
professionally-trained staff work closely 
with both Thai manufacturers and exporters 
and foreign buyers to achieve 
these goals. In addition, DEP is the 
focal point for all matters related to 
improvement of the country's export. 
Wherever you are located, whether you 
are an individual buyer or part of a larger 
buying mission, DEP is always at your service. 


PLEASE CONTACT... 


UNITED KINGDOM 

MANCHESTER 

Thai Trade Center 
3rd Floor Elisabeth House 
St Peter's Square 
Manchester M2 3DF 
Tel. 061 2360445 
Fax; 061 2360347 
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Department 
of Export Promotion 

Ministry of Commerce, 
Royal Thai Government 
22/77 Rachadapisek Road, Bangkok 10900, Thailand. 

Telephone ; 511 5066-77, 513 1909-17 
Telex; 82354 DEPEPTH, 81009 DEPEPTH FAX : 5121079, 5131917 


tional tourist trade (receipts 
less expenditure) was 77bn 
baht Even allowing for the 
import of luxury goods to ser- 
vice overseas visitors - esti- 
mated by some economists to 
absorb up to half total receipts 
- tourism still made an impor- 
tant contribution towards 
bridging Thailand's perennial 
merchandise trade deficit It 
Tia« also created tens of thou- 
sands of new jobs. 

Indeed, tourism has been 
used extremely effectively by 
the country as an economic 
development tool which other 
developing nations in the 
region are now trying to emu- 
late. The success in attracting 
tourists perhaps owes as much 
to the promotional activities of 
the Tourism Authority of Thai- 
land as it does to the nation’s 
undoubted attractions which 
include political stability, a 
year-round tropical climate, 
palm-fringed white sand 
beaches, sea and mountains, 
historic past, deeply 
entrenched Buddhist culture, 
culinary delights, and of 
course the Thai people them- 
selves. 

The 30-year-old TAT has 
shrewdly and very successfully 
marketed Thailand to the 
increasingly affluent interna- 
tional globe-trotters of Europe, 
North America and more 
recently its East Asia neigh- 
bours, particularly Japan, 


Taiwan and Korea. East Asia 
and the Pacific region now 
account for about 60 per cent 
of all arrivals, and the average 
length of stay has been 
increased from five to more 
than seven days with a target 
next year of eight days. 

Despite a slowdown in 
growth apparent even before 
before the Gulf crisis - which 
has halved arrivals from t>u> 
Middle East - Mr Dharmnoon 
Prachuabmoh, TAT governor, 
still expects average growth of 
7-9 per cent In the next decade 
and 10m to 12 m visitors a year 
by the end of the century. 

Not everyone, however, is so 
confident, at least in the short 
term. Some hoteliers are 
already reporting lower occu- 
pancy rates and fear the 
knock-on effects of a prolonged 
Gulf rrisia could mean higher 
prices, charter flight cancella- 
tions and fewer International 
arrivals, particularly from 
Europe ami North America. 

But a "cooling-off” period of 
slower growth for an arguably 
overheating industry Is seen by 
some economists as necessary, 
anyway. 

They point to some serious 
challenges ahead for the indus- 
try, particularly infrastructure 
problems and pollution which, 
if they are not properly 
addressed, could derail the 
Government and TATs ambi- 
tious longer term growth 
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Bangkok’s Golden Palace: allure oi an ancient he ri t ag e 


Tourism and major exports 
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plans. Indeed, Mr Dharmnoon 
acknowledges that even 10m 
visitors a year “will require big 
investments in infrastructure’'. 

Bangkok hotel prices are 
high. But a shortage of hotel 
rooms - currently there are 
24,000 hotel rooms and 20,000 
“condominium-hotel" rooms in 
the Thai capital - could soon 
turn into a glut if the 10-15 new 
hotels planned in Bangkok 
alone over the next three years 
are indeed completed. 

Such fears are reflected in 
the share prices of quoted hotel 
groups on the local stock 
exchange, most of which are 
selling at below asset value. 

The surge in tourist arrivals 
has also led to a shortage of 
airline seat capacity - even 
though 60 international air- 
lines fly into Thailand - at 
peak times of the year like the 
spring “high season". 

While the Government Is 
attempting to address this 
problem by negotiating more 
bilateral air agreements, the 
failure of recent negotiations 
with the US is an ominous 
sign. Since over 80 pear cent of 
tourists arrive by air, the tour- 
ism officials recognise that it 
will be necessary not wily to 
ease congestion .at Bangkok’s 
Don Muang airport by building 
a second Bangkok airport but 
also upgrade regional airports 
which would aim extend the 
economic benefits of tourism to 
other parts of the country - 
one of the TAT’s primary 
objectives. 

Plans to upgrade road and 
rail systems, and build Bang- 
kok’s first mass transit system, 
may also help ease the capi- 
tal’s notorious traffic jama and 
air pollution but there is also a 
need for more Investment In 
electricity generation and 
water treatment plants. 

Perhaps most pressing of all 
Thailand needs to clean up its 
tourism image and its environ- 
ment. Senior TAT officials 
insist that Bangkok’s “sex cap- 
ital of the world" image is 
undeserved - indeed, TAT 
Governor Dharmnoon accuses 
the media of unfairly exagger- 
ating stories of child prostitu- 
tion and a growing A m s 
threat. 

He claims that AIDS and the 
even more prevalent Hepatl- 
tis-B are “not a big problem, if 
you educate people,*’ and that 
while the media have empha- 
sised the “negative side, most 
tourists are not here for sex”. 

Nevertheless, the TAT is 
attempting to move Thailand 
“upmarket” as a tourist desti- 
nation with an emphasis ou 
conventions, incentive tours, 
family travel and special inter- 
est or recreational travel - in 
part in response to a real 
threat of competition from 


countries like Indonesia and a 
potential threat from emerging 
destinatio ns like Inrirahtnn. 

If this competition threat Is 
to be beaten, and Thailand is 
to maintain its tourism 
growth, it must also do more to 
protect its environment. 
Reports of water pollution in 
tourist meccas like Pattaya 
and other resort locations hare 
already prompted the authori- 
ties to undertake substantial 
clean-up programmes. 

In Pattaya. for example, 
which has seen tourism grow 
from 930,000 overnight stays in 
1986 to 1.7m last year, the 
Authority admits that "the 
rapid growth of the past few 
years has ted to reckless devel- 
opment which in turn has 
resulted in the emergence of 
environmental problems.” It 
fldHfi that it has been aware of 
the problem “but has in the 
past been powerless to take 
any preventative action 
because of the bureaucracy 
involved.” 

Now the Authority is com- 
mitting more of its budget, 
together with a 3bn baht loan 
from the Overseas Economic 
Cooperation Fund, to protect 
the environment around tour- 
ist destinations - “the byword 
for tourism should be utilisa- 
tion and not exploitation.” said 
Mr Dharmnoon at a recent 
seminar on tourism and the 
environment 

Over 10,000 
delegates 
expected 

MORE than 10,000 dele- 
gates, their families and 
journalists will arrive in 
Bangkok next year tor 
the annual World Bank/ 
International Monetary 
Fund meeting. 

In preparation for their 
arrival, a huge new con- 
ference centre is being 
built Meanwhile, a joint 
committee including the 
Finance Ministry, the 
Bank of Thailand, hote- 
liers and the Tourism 
Authority of Thailand has 
been set up to co-ordi- 
nate arrangements - 
including foe provision of • 
more than 5,500 hotel 
rooms. 

The meeting will be a 
real test lor foe authori- 
ties who oversee tourism 
in Thailand, but officiate 
say they are confident 
that the country can rise 
to the challenge. 


iHNANOALTOlKl 

RELATED ASIAN SURVEYS 

Agi n l»wrH ic AwfaM— “ pet 

South Korea - u« 

Taiwan Trade and tedushry _ May' 


Taiwan - 

Japanese Industry 
China — 

Korea — 

Hong Kong - 


Malaysia, 
Taiwan _ 


F Ob^/90 
May 16/90 
May 17/90 
July 9/90 
Aug44/90 
OcLIQ/90 
Oea3/90 
March, 1991 
April, 1991 
May. 1991 
May, 1991 
thrfy, 1981 
Sept 1991 
Oct 1991 




FOR A PVBm SWG INFORMATION CONTACT 
PHTCH HIGHLAND W LONDON 

071 - 873-3276 

FOR EDTTORIAL INFORMATION CONTACT DAVID DOOWHJ- 

071 - 373-4090 
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